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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO November 17, 1964 





---UPON RESUMING AT 10:10 A.M, 

THE CHAIRMAN: Gentlemen, we have a 
quorum so I will call the meeting to order. The agenda 
has been changed somewhat from the agenda Mr, Harcourt 
gave you yesterday. To accommodate some of the 
witnesses who are here this morning, we are going to 
hear first from the Weathertite Construction Company 
from Mr, Anthony Perry and Mr. S. Sugar, who are 
represented by their counsel Mr. A. E. Golden. ‘Would 
you three gentlemen care to come up and sit here, please? 

Now, what we ordinarily do is hear 
your brief or hear any remarks that you may have to 
make, and then if there are some questions from the 
members of the Committee or Mr. Sedgwick and Mr, Irwin, 
they will do so. Is there anything you wish to say 
about the operation of your company before we get into 
any questions that might arise? 

MR. GOLDEN: We were given to understand 
that the Committee would have certain questions to ask 
these gentlemen. And, as I indicated to Mr, Harcourt 
we would be interested in those questions to provide 
any information that we are able to provide, but we 
didn't know what direction the Committee might want 
to take, 

THE CHAIRMAN: Well, let me ask you 
this. Is this company still in operation? 

MR. GOLDEN: No, 

THE CHAIRMAN: Well, could you tell the 
Committee when the company first started to operate? 


MR. GOLDEN: Well, Mr. Perry and Mr. 
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1] Sugar originally opened up the firm in March, 1963 and 

2) it became a limited company in September, just after 

3|| Labour Day, 1963. 

& MR. PERRY: That was the time I became 
5] President and Mr, Sugar became Vice-President, 

6 THE CHAIRMAN: Mr. Sedgwick, do you 

7 have any questions to ask? 

8 MR. SEDGWICK: Well, I suppose I share 
9] with the Committee an awful ignorance about the nature 
10] of your operation. You say the company is no longer 

11] operating? 

12 MR, PERRY: No. 

13 MR, SEDGWICK: When it was operating, 
14] what did it do? What product did it sell? 

15 | MR. PERRY: Aluminum siding. 

16 MR. SEDGWICK: Did you sell it ona 

17|| door-to-door basis? 

18 MR. PERRY: Yes, 

19 MR. SEDGWICK: That is, you had salesmen 
20|| who went from door-to-door? 

21 MR. PERRY: Yes. Let me quaiify that. 
22} When we took over and formed a limited company, just 

23|| after Labour Day, we got rid of most of the salesmen and 
24] sold it ourselves. 

25 MR. SEDGWICK: You just did it yourselves 
26| on a door-to-door basis. Well, this Committee is con- 
27| cerned with consumer credit. When you sold aluminum 

28 || siding did you sell it for cash or did you sell it on 

29) time? 


30 MR. PERRY: We sold it on time, 
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MR. SUGAR: 99% on time and maybe 1% 
for casn: 

MR. SEDGWICK: I see, And, take the 
average small house, if there is an average small 
house, you undertook to side it with aluminum, Is that 
eorrecy? 

MB VerERh eethatestriehts 

MR, SEDGWICK: And about what would 
the cost of the job be? 

MR. PERRY: Let me say this. You never 
know what you are going to run into in the walls. You 
might have walls which need work underneath, You can't 
put the aluminum over rough wood. Other places might 
be fine and you could go right over it. On others -- 

MR. SEDGWICK: But there would still 
be a rate, would the range be 100 to 1,000 or -- 

MR. PERRY: We go back to square, I 
would say it would range from -- well, it costs us 
80 per square or 79 per square, 

MR, SEDGWICK: It costs you $80.00? 

MR. PERRY: 79. 

MR. SEDGWICK: A square foot? 

MR, PERRY: No. A square is 100 square 
feet. Ten square feet -- you know, ten times ten, That 
would cost us $79.00. 

MR. SEDGWICK: You sold it and 
installed it, is that right? You did the work of putting 
it: on? 

MR. PERRY: No, we had applicators do 


the work. We didn't do the application ourselves, 
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MR, SEDGWICK: Oh, Well, what I am 
getting at is how your contractors formed. If you went 
into a householder and sold them the idea of putting 
on aluminum siding, you would have to reach a price, 
wouldn't you? How did you reach it? 

MR. PERRY: We would figure the size 
of the house, how much it would cost us, taking into 
account intangibles we might run into and figure out 
a price, 

MR. SEDGWICK: <All right. So the 
intangibles, that is the condition of the house 
underneath its surface, was something that you took 
a gamble on. Is that right? 

MR MERRY se Thais sieht: 

MR. SEDGWICK: Yes. Well then, having 
made your contract with the householder, would an 
average be three, four, five hundred dollars? 

MR. PERRY: It would be around $500.00, 
Excuse me. Are you talking profitwise? 

MR. SEDGWICK: No, no. The contract. 

MRy PERRY. Gh, no; no... .t would .»be 
around $1,500.00. 

MR, SEDGWICK: 1,500. All right. 

Then before you made your deal with the householder and 
said: "Now, we will put the aluminum siding on for 
$1,500.00", that was a contract, I take it, between 
your company and the householder, Is that right? 

MR, PERRY: Correct, sir. 

MR. SEDGWICK: And then did you, that 


is the Weathertite Construction Company, undertake the 
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business of putting on the siding? 

MR. PERRY:- Yes, sir. 

MR. SEDGWICK: Yes, Well, when you 
talk about applicators, the applicators would be your 
contractors or employees, is that right? 

Mie PERERY** Yes: 

MR. SEDGWICK: And you paid the 
applicators? 

MR, oPERRY:” Yes, 827 

MR. SEDGWICK: And then when you made 
your -- I know it varies -- when you made your $1,500.00 
contract did you get a contract form signed? 

Mit, SPERRY 2" Yes, six. 

MR. SEDGWICK: And would the form 
-dinelude some kind of a note or obligation? 

MR. PERRY: Yes, sir. 

MR. SEDGWICK: I suppose there would 
not be anything in the nature of a lien, or did you 
get a lien? 

MR. GOLDEN: It all depends -- if the 
company requested a lien then we would have to get them 
CeeenerT, 

MR. SEDGWICK: Who is the company? 

MR. PERRY: The finance company. 

MR. GOLDEN: When we had a contract 
Signed we would call -- 

MR. SEDGWICK: I am assuming that you 
could not have the ordinary kind of conditional sales 


because you couldn't take the product back, isn't that 





correct? So that if you got a lien the lien would be 
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some form of mortgage, is that correct? 

MR. GOLDEN: Just a promissory note, 

MR, SEDGWICK: Just a promissory note, 
I assume you would have a mechanic's lien for the job, 
is that correct? 

MR. GOLDEN: Not in every home, Only 
if the finance company requested it, 

MR. SEDGWICK: You would file a 
mechanic's lien? 

MR. GOLDEN: We would file a mechanic's 
Ten. 

MR. SEDGWICK: I see. And which 
finance company did you deal with? 

MR. PERRY: Algonquin Building Credits 
and Hamilton Building Credits. 

MR. SEDGWICK: Well then, I just want 
to pursue the transaction, Once you have made your 
deal with the householder to side the house for shall 
we say $1,500.00, you get the note at that time? 

MR. PERRY: Yes, sir. 

MR. SEDGWICK: That is before you had 
done anything? 

MR. PERRY: Yes, sir. 

MR. SEDGWICK: Yes. And supposing the 
transaction was a cash transaction, did they pay the 
cash at the time of the order also? 

MR. PERRY: That never happened to me, 
Usually upon completion of the job. 

MR. SEDGWICK: Then if the deal was 


cash, what was the difference in price between the cash 
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transaction and the credit transaction? 

MA) TERRY: 9 ine same. 

MR. SEDGWICK: The same price? Well 
then who absorbs the cost of the credit? 

MR, PERRY: You investigation of the -- 

MR. SEDGWICK: No, no, no, no, no -- 
the cost of financing that money. 

MR. PERRY: The customer, 

MR. SEDGWICK: And yet if the customer 
wanted to pay cash the price was the same as though 
he had the job done on credit, is that right? 

MR. PERRY: Pius carrying charges. 

MR. SEDGWICK: Well that's what I'm 
getting at. Let us take my hypothetical $1,500.00, that 
is the cost of the job, is that correct? 

MR. PERRY: Yes. 

MR. SEDGWICK: And let's assume for 
the moment that I am the householder and I say: 'Very 
well, I'll pay you in cash", Then that would be the 
whole price, is that right? 

MR. PERRY: Yes, sir. 

MR. SEDGWICK: But suppose I say I can't 
pay you in cash but I'll pay you $50.00 a month. How 
much would you add to the $1,500.00 for the cost of 
the credit? 

MR. PERRY: Well, we have a chart, and 
if the customer wants it for one year, two years, three 
years then the payment would be so much, 

MR. SEDGWICK: Yes. And the chart that 


you had was supplied to you, I suppose, by the finance 
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company which accepted the paper? 

MR, PERRY: That's right. 

MR. SEDGWICKs~= Yes. t)Wellpthen, ostill 
pursuing the deal, after you have got the order do you 
get a note for the whole amount at the time the order 
is given to you? 

Mine DAR eee CS eels 

MR. SEDGWICK: And do you discount the 
note at once? 

MR. PERRY: No; isin. 

MR. SEDGWICK: When was the note 
discounted? 

| MR. PERRY: When the job was completed, 

MR. SEDGWICK: When the job was 
completed. So how long would the job take ordinarily? 

MR. PERRY: One week, two weeks. It 
all depends -- an average of two weeks, 

MR, SEDGWICK: About two weeks. And 
then at the end of the two weeks did you make any 
enquiries as to whether the householder was satisfied 
with the job? 

MR. FERRY? Well as a rule the 
finance company, before they would send us the money 
for the job, they would call that customer -- 

MR. SEDGWICK: I see, to make sure that 
the customer had the job -- 

MR. PERRY: To make sure that the 
customer was happy with the job. 

MR. SEDGWICK: Did you ever have any 


complaints from any customers that they had paid their 
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money and the job had never been done? 

MR. PERRY: We had a few, 

MR. SUGAR: Before the job was ever 
done? No, 

MR. SEDGWICK: Well then did you ever 
have any complaints from customers that they had paid 
their money or obligated themselves to pay the money 
and the job was improperly done? What would you do 
in those cases? 

MR. PERRY: Well, we tried to rectify 
to the best of our ability. 

MR, SEDGWICK: Well I don't know how 
good your ability was. Were you able to satisfy the 
customer, that's what I mean? 

MR. PERRY: I would say so, yes. Many 
times we would send applicators back to do something 
that they hadn't done properly. 

MR. SEDGWICK: I see. Well then, as 
to the finance company which took the paper, Is it 
a fact that the finance company could collect whether 
the job was done satisfactorily or not? Was there any 
recourse? 

MR. PERRY: No, 

MR, SEDGWICK: Did the finance company 
have any recourse to you? Could it turn the paper 
back if there was a complaint on the way the job had 
been done? 

MR. SUGAR: It is my understanding that 
the finance company checked and obtained some indication 


from the customer that the job was done satisfactorily 
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before they would advance the money. 

MR. SEDGWICK: Is that right? 

PROSE ERRY: es yisl Pe 

MR, SUGAR: Before we would pay the 
applicator we would phone the customer ourselves to 
find out that everything was done -- 

MR. SEDGWICK: And that they were 
satisfied? 

MR. SUGAR: Yes, We emphasized that 
when we were in the house, that unless they were 100% 
satisfied, you know, to state their problems, whatever 
it is was wrong, at the time when we were calling. 

MR. SEDGWICK: Did you, as Weathertite, 
have any interest at all in the financing? By that I 
mean, was there any kick-back to you from the finance 
c ompany? 

MR. PERRY: We were supposed to get a 
small portion. I was never told what it was. It was 
-- usually whatever we got it was usual to get. 

MR, SEDGWICK: I don't doubt it. Was 
it as vague as that? I mean did they just give you 
something graciously? Would it be 10% of the finance 
charges or 5%? 

MR. PERRY: I was never informed what 
it was that we were supposed to get. After September 
Hamilton Building Credits didn't give any more. 

MR. REILLY: When was that? After 
september? 

| MR. PERRY: That was the last one, 


Then we didn't get any more, 
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MR, SEDGWICK: Well, we have been told 
that in connection with automobile financing the seller 
of the automobile has some interest with the finance 
company and if the obligation is finally paid he gets 
-- you might call it a kick-back -- some part of the 
finance charges. Do you have the same arrangement? 

MR. SUGAR: Not in writing. 

MR. SEDGWICK: Well, did you have the 
same arrangement? 

MR, SUGAR: Well, we did, but we never 
-- how can I say it? We were told we would get a 
portion back, 

MR. SEDGWICK: Didn't they say what 
portion? You mean it was left entirely as a guess? 
What did you get back? 

MR, SUGAR: $250.00 once, that I can 
recall. For the time that I was there that's all we 
got from the finance company, 

MR. SEDGWICK: Well, $250.00 for what? 
One contract, ten contracts, twenty contracts? 

MR. IRWIN: I would just like to comment 
on this -- on your behalf, as a matter of fact. This is 
not too unusual, I mean it is not unusual that these 
people might not know what they will get back, the 
reason being that the finance company -- I must say as 
an auditor I have tried to discover what was the 
arrangement as between the dealer and the finance 
company and it's a very difficult thing to settle because 


of the fact that you go to the finance company and ask 





them to explain why they gave this much and why did they 
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not give more and they say: "Well we have all these 
contracts. We've got a continual reserve. We've got 
an outstanding contingent liability. We don't know 
how our bad debts are going to come in." Every so 
often they just send along a cheque. I must admit 
that these people wouldn't necessarily know what they 
were going to get. 

MR. SEDGWICK: I eee.) Thereciis no 
percentage arrangement. And all that you can recall 
is that on one occasion you got $250,00? 

MR. SUGAR: That's right. 

MR, SEDGWICK: Did you say that the 
company stopped operating recently? When? 

MR. SUGAR: May. 

MR. SEDGWICK: May of 1964. Why, was 
it an unprofitable business? 

MR. SUGAR: Yes, sir, 

MR. SEDGWICK: And as to the outstanding 
obligations, I suppose they are all assigned to the 
finance company, is that correct? 

MR. SUGAR: The contracts? 

MR. SEDGWICK: Yes. 

MR. SUGAR: Oh, yes, sir. 

MR. SEDGWICK: The finance company is 
just collecting on them, You don't have any communi- 
cations from the finance company. Since you suspended 
or stopped operations have you had any complaints from 
people who had bought siding from you? 

MR, SUGAR: No, sir. 


MR, SEDGWICK: That's all I can think 
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Of, Thank you. 

THE CHAIRMAN: Mr. Irwin? 

MR, IRWIN: I can understand that 
this would sound very confusing that you wouldn't know 
what you are going to get from the finance company. 

But it is true that the car dealer, for example, can 
establish pretty clearly what he is going to get back, 
He is running a pattern, But I can understand that 
you might not know because they would wait, the finance 
company would wait until the contract was paid out to 
take a certain portion of the earned income, deduct 
any losses that they may have incurred and then they 
might pay you the balance, If they had a very good 
experience they might undertake to pay you 5% of the 
total earned income. But you couldn't at any one 
time figure whether it was 5% or not. Sometimes they 
might say you get nothing and at other times they 
might say you get a lot. This, I recognize, is not 
your problem, Have you one of these charts that the 
Algonquin or Hamilton people supply to you? 

MR, SUGAR: I haven't got one with me, 

THE CHAIRMAN: Could you make one 
available to the Committee? 

MR. GOLDEN: Oh, sure, 

MR. IRWIN: Do you have any recollection 
of the usual number of months of paying out the 
contract for, say, $1,500.00? 

MR. PERRY: 60 monthly payments. 

MR. SEDGWICK: Five years. 
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1 MR, IRWIN: Have you any idea about 

2| how much the monthly payments would be? 

3 MR. SUGAR: $39.00. | 

4 MR, IRWIN: $39.00 for a 60 months 

5| contract, for a $1,500.00 original contract. Did you 
6| have any difficulties, let's say, where a customer 

7| was dissatisfied with the work you had done and they 

8] hadn't continued making their payments to the finance 
9] company and they didn't because they weren't satisfied 
10] with the work, How would you resolve this problem? 

11| The householder is dissatisfied and refuses to make 

12] the payments to the finance company. Would you be 

13) involved in that problem at all? 

14 MR. SUGAR: Well they would call us 
15] up and say there was a little complaint and we would 
16| try and rectify it. 

17 MR. IRWIN: The finance company? 

18 MR. SUGAR: Yes, the finance ee 
19|| would call us. 

20 MR. IRWIN: Supposing you couldn't 

21| satisfy the customer, Let's say they just claimed 

22|| that you had done a bad job and they were unhappy about 
23| it. Take your siding off we are not going to pay you. 
24 MR. SUGAR: We never ran into it but 
25|| once the finance company -- we send them the note and 
26| they send us a cheque, We can practically say we wash 
27 our hands of the deal. 

28 MR. IRWIN: Who sent a cheque to who? 


29 MR, SUGAR: The finance company would 





send a cheque to us for $1,500.00, or whatever the cost 
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MR. IRWIN: I don't quite follow that, 

MR. SUGAR: When the job is completed 
we send them the note, the completion certificate, to 
the finance company. They in turn call up the customer 
and see that everything is fine and then we wait a 
week or ten days, whatever the case may be, and they 
send us a cheque for the amount, 

MR, IRWIN: Supposing after that had 
happened the customer became dissatisfied. Maybe the 
walls leaked or something. 

MR, SUGAR: Well, we try to send a 
man up to repair it or fix it. 

MR. IRWIN: Does the finance company 
try to recover this $1,500.00 from you? 

MR, SUGAR: It never happened, 

MR. IRWIN: They wouldn't charge you 
back then? 

MR, SUGAR: No, this never happened. 

MR. IRWIN: Were you aware of other 
people in the field, that is, your competitors, who 
ran into this kind of experience where the customer 
was unhappy and there was a tangle between the customer 
and the company applying the siding? 

MR. SUGAR: No, 

MR. IRWIN: You said you went out of 
business because it was not profitable? 

MR. SUGAR: Yes, sir, 

MR. IRWIN: Well, why did you go into 


it then. It was a rather short period of time to get 
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started and then get out, Was it the exception that 
there were extraordinarily high profits to be made 
in this? 

MR, SUGAR: Well, on paper it looked 
good, but the time the bills came in there was nothing 
left. We couldn't overcome the expense, 

MR. IRWIN: Did you leave any jobs 
unfinished? 

| MR, SUGAR: Not that I know of, 

MR, IRWIN: You finished them all up 

and then quit? 
| MR. SUGAR: Well, we paid everybody 
and quit. 

MR. IRWIN: When you started the 
operation and on the first few jobs, at any rate, it 
often happens -- you thought, at any rate, you were 
doing pretty well. Now what was your presumed mark-up? 
If you sold a job for $1,500.00, what did you estimate 
that your costs would be? 

MR. GOLDEN: Is this before expenses? 

MR, IRWIN: Yes, the direct ccst of the 
job? 

| MR. SUGAR: Well, I can give you an 
example. We done one job and figured we would earn 
$600.00, and when the installers gave us the bill for 
material and lumber it was $80.00. 

MR, IRWIN: So on a $1500.00 job you 
estimated your direct cost was going to be about $900.00? 

MR, SUGAR: Yes. We done that job and 


the customer wouldn't let the installers put on the job 
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1| til we done the whole house with wood. The wood was 
2|| $80.00 for that job. 

3 MR. IRWIN: I was asking whether or 
4! not the estimated cost, the cost that you estimated 


S| at the time you took the job, was $900.00. Is that 


6] right? 

7 MR, PERRY: We can't figure it, 

8 MR, IRWIN: Somebody said about $600.00 
9 


is what you would make, 

10 MR, PERRY: Let me just try to explain 
11/ this, Let's say we took a profit of $600.00, Now 

12) before you left the house the customer wanted six 

13] months before he made a payment. We have to pay 1% a 
14/ month on that. 

15] MR, GOLDEN: So that's 75 off your six 
16 right there, Then we might run into wood work that 


17 has to be done or maybe boxing in, they might say they 


18 want boxing in. You give a price. Once you give a 
19 price and then the customer wants this and this and 
20 this, and it's pretty hard to raise your price, 

a MR. IRWIN: ~l see.> In’ other words 
22 you -- 

a3 MR, PERRY: You can't tell. 

ag MR, IRWIN: -- you felt you were 

25 stuck with your original estimate on the job? 

as MR. PERRY: If you are just going to 
271 make $50.00 on the job you are still going to write the 
48 contract. 

29 


MR. IRWIN: Did you work on a sub- 





contract basis with the applicators? If you were selling 


nepiod 
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the job at, let us say, $1.25 a square foot, would you 
have arranged beforehand with the applicator to put 
it on at,let's say, .75¢ a square foot? 

MR. PERRY: Yes, 

MR. IRWIN: And if you were on a fixed 
contract basis with the purchaser would you not (rest 
of sentence inaudible). 

MR. PERRY: We don't know what they 
are going to run into. Sometimes the job is 400 miles 
from here and the contractor will call you and say: 
"Well, they need woodwork and it will cost $140.00". 
Things happen, 

MR, IRWIN: So you say go ahead? 

MR, PERRY: Go ahead. | 

MR, IRWIN: You wouldn't -- you didn't 
feel, at any rate, that you had any right to charge this 
off to the customer? 

MR. PERRY: We emphasized to them this 
is a contract price regardless of what we ran into. 
That was our problem, Sometimes under a wall of, 
say, insulbrick, the wood might be all rotten, 

MR. IRWIN: You didn't make any 
provision in your contract for extra work or extras 
not in the contract that they wanted? 

MR, PERRY: No. We just thought that 
we were making a dollar and found that we were making 
a dime. 

MR, SUGAR: We made these provisions 
in our price, We gave a price and tried to take these 


changes into account, these intangibles into account. 
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MR. IRWIN: Well, my impression is 
that you are the guys that were being shorn, not the 
customer, 

MR, PERRY: Well, we quit. We 
closed down, 

MR. IRWIN: What was your mode of 
operation? Did you send a salesman to a territory 
in eee and sign up these contracts with the 
householders in the community and then came along 
some time later with the applicators and did the job? 

MR. MACDONALD: Did I understand an 
earlier comment that after you took over the company 
in September that you did that yourself? 

MR, SUGAR: We sold the contracts 
ourselves, ae 

THE CHAIRMAN: Mr, Whicher, do you have 
any questions? 

| MR, WHICHER: Well, I want to get back 
to this length of time you were in business, March of 
'63 until May of '64, right? Are any of you gentlemen 
in the same type of naaiees now? 

MR. SUGAR: No. | 

MR. WHICHER: I know this company is 


evaporated, but are you in the same type of business 


now? 

MR. SUGAR: Iam, I work for -- 

MR, WHICHER: I beg your pardon? 

MR. SUGAR: I am working for another 
company. 


MR, WHICHER: Are you an officer in that 
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company? 
| MR. SUGAR: Oh, no, no, just a workman, 
a salesman, 

MR. WHICHER: A salesman. In this 
company -- I didn't get the name of it -- 

MR, SUGAR: Weathertite Construction, 

MR, WHICHER: What commission would 
you pay your salesmen to go out and sell a job, let's 
say? 

MR. SUGAR: Well, we would charge 
them so much and they would try to (rest inaudible). 

MR. WHICHER: Would your salesmen 
go out to these farmhouses in rural areas -- I think 
that's where most of your -- 

MR. SUGAR: No, no, a lot of our 
business was right in the heart of cities. Downtown 
Toronto, downtown Montreal. 

MR, WHICHER: Well, if he went out 
and sold a job for, say, $1,500.00, would it be on 
salary or on commission? 

MR, SUGAR: Commission. 

MR. WHICHER: How much commission would 
he get on $1,500.00? 

MR, SUGAR: Well, we just went over 
that. It's hard to figure -- 

MR. GOLDEN: I think I could explain it. 
This is somewhat in the nature of a commission but it 
tends to look more like a private enterprise transaction. 
because the company which employs the salesman would 


charge the salesman so much per square, and it is the 
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Salesman's job to get more per square. He writes the 
contract on the basis of whatever he can get. Generally 
you are limited as to what you can get. Therefore 

his commission or profit would be the difference 
between what it will cost and what he writes the 
contract for. 

MR. WHICHER: In other words, he 
charges whatever the traffic will bear, is that fair? 

MR. SUGAR: Well we had a maximum | 
and I imagine - most of the places I have worked at 
have a certain maximum you can't go over. 

MR. WHICHER: Well, as you said, each 
case is different so it would be pretty hard to say 
what that would be. 

MR. PERRY: When the applicator goes 
to put on a job of so many squares it can't be over 
a certain price, The absolute top limit would have 
to be 145 or 150 a square, 

MR, WHICHER: But you have already 
signed the contract before the squares go on, 

MR, PERRY: Well, they realize that 
Liab Ss over this limit the company won't accept it, 
they won't give him the commission on it. 

MR. WHICHER: Well anyway, as I under- 
stand it, the job is sold and then you get the 
applicators. Where do you get them? I mean, you 
mentioned a job 400 miles away. Who would you hire, 
just somebody? 

MR, PERRY: No, there are applicators 


who do this for a living who live in Toronto. 
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MR, WHICHER: Would you send somebody 
all the way from Toronto, say two or three hundred 
miles away? 

| MR. PERRY: What Mr. Sugar and I tried 
to do is we would go on a 10 day trip and try to get mayb 
two or three, if we can -- you never know how many will 
stand up through the finance company -- and then we 
could send an applicator up with a reasonable amount 
of work, 

MR, WHICHER: I don't know if this 
is a fair question or not, I realize -- I happen to 
be in the dairy business and every dairy isn't 
successful by any means -=- how would you account for 
the fact that the one you are working for now is 
presumably successful and yet this one was not? 

MR. SUGAR: That I couldn't ceerere 
All I can say that as far as our company is concerned 
that we did not earn any money. 

MR, WHICHER: <All right. Now the deal 
is sold and then you turn it immediately over to the 
finance company before the aluminum is put on, or -- 

MR, SUGAR: We call them and give them 
the credit information and they either accept or reject 
the deal. We have had weeks that we have gone out 
for ten days and got three deals and none of them were 
good, 

MR. MACDONALD: You mean they were 
turned down by the finance company? 

MR. SUGAR: Yes, sir. 


MR, WHICHER: I'm not familiar with these 
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terms that Mr, Sedgwick was giving about liens, 
promissory notes and so forth, would you say that it 
was possible that a man might lose his farm by signing 
one of these notes or liens or whatever it might be? 

MR, SUGAR: I don't think so, 

MR. WHICHER: You don't think so? Well 
I can tell you people that have, 

MR, SUGAR: Well, all they we have 
them sign is a conditional sales contract and a 
promissory note to pay. This is it. 

MR. GOLDEN: To the best of my 
knowledge it is not a conditional sales contract, but 
there is a promissory note. That's the only document, 
That is the only obligation the customer signs, 

MR, WHICHER: That's what they sign, 
I see, Well then when it is turned over to the finance 
company is there any further signing? 

MR. SUGAR: That Lvcouldn!t tell you, 

MR. WHICHER: Well now, I want to ask 
this. We are in the business in this Committee of 
trying to protect the public as far as credit is 
concerned, all lines of credit. And yours is 99% credit. 
Do you think that it is fair to the customer -- he 
signs a contract for $1,500.00 with a company and then 
one week afterwards he is not dealing with that company 
at all, he can't find them, In your particular instance 
you have gone out of business in about 15 months. Now, 
we are looking for advice here, Do you think that it's 
fair that the customers you sold, that dealt with your 


company, the Weathertite Construction Company, now they 
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have absolutely no idea where it is, They probably 
don't know that you are out of business. If the 
aluminum is leaking or if there are any faults at all 
they have no recourse whatsoever, Do you think that is 
fair? And I am looking for advice here, What would 
you ree Should be done? 

MR, GOLDEN: Hirstaot 217, (S40, you 
are stating a problem which may not exist. 

MR. WHICHER: May not exist? I come 
from Bruce County and I can tell you it does exist. 

MR. GOLDEN: Well, you are dealing with 
two gentlemen who ran a company called Weathertite 
Construction, If there is a suggestion that these 
gentlemen cannot be found by one of their customers 
who might have a problem, then they have an answer for 
that one, Your question is if such a problem exists 
with respect to these gentlemen, I think I should 
point out that we know of no such situation. Now asking 
whether or not it's fair -- I'm not objecting to it 
except that I want to make it clear (rest inaudible). 

MR, WHICHER: Well, the point is the 
Weathertite Construction Company sold numerous deals, 
maybe a long way away because there were some 400 miles 
away, is no longer in existence, I am not blaming you 
for that. If you can't make a profit I say get out 
of the business. That's fair enough, But now I'm looking 
at it from the customer's side. Obviously they won't 
find either one of you gentlemen. They dealt with 
the Weathertite Construction Company. It's out of 


business. It was really -- to use a phrase, which is 
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perhaps beat around a bit -- but it was really a 
fly-by-night outfit, wasn't it? 

MR. GOLDEN: No. That isn't fair. 

MR. SUGAR: We had very good intentions, 

MR. WHICHER: You had good intentions, 
yes. But as far as the customer is concerned it is. 
I mean, they can't find you now, They may find you 
as individuals but they can't find the Weathertite 
Construction Company. Now then, do you think that this 
is fair to the customer? There is no blame attached 
to you for going out of business. Do you think it's 
fain? 

MR, SUGAR: I would have to say I 

don't think it is. 

MR. WHICHER: Have you any suggestion 
after being through this business and you are still 
in it now, how it could be improved? 

MR. SUGAR: No answer, 

MR. WHICHER: I am thinking of people 
who have been in sad financial difficulties, people 
who have had e not probably through your company but 
through others dealing with aluminum siding -- who 
signed with company A, the Weathertite Construction 
Company or some other construction company and one month 
afterwards they find that they are not dealing with 
that company at all, they are dealing with a finance 
company who know nothing about putting aluminum siding 
on -- it leaks or it is not a properly constructed job -- 
and they have no recourse, 


MR, GOLDEN: Well, sir, before they 
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undertake any obligation they have already indicated 
(rest inaudible) -- because they have seen it go on -- 

MR, WHICHER: How can they tell 
what it's going to be like in six months? 

MR, GOLDEN: They can't, 

MR. WHICHER: Is there any guarantee 
with this installation? 

MR. PERRY: They just rectify complaints 
as best they can when they come in, 

MR, MACDONALD: Was there any guarantee 
in the contract? 

MR. SUGAR: There is no guarantee 
in the contract, As far as the aluminum is concerned 
it is supposed to be guaranteed by the manufacturer, 

MR. KERR: All they can do is complain 
to the finance company. 

MR, WHICHER: Well now I wanted to 
ask -- you say that the customer is always satisfied 
after the job is done. The finance company gets in 
touch with them, they telephone, Now I am thinking 
of three cases where they haven't got a telephone, They 
are 150 miles from Toronto and neither the Hamilton 
Building Products or the Algonquin Building Products 
are anywhere in the area, How do they get in touch 
with these people? 

MR, SUGAR: They send them a wire that 
they should go to the telephone and call them collect. 

MR, WHICHER: That they should go. 

The cases I am thinking about it would be a hard job 


to get a wire to them, incidentally, too, because they 
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are right out in the country. 

MR, SEDGWICK: The point is it doesn't 
matter whether the job is well or ill done, the 
finance company has a right to collect. Isn't that 
right? 

| MR, SUGAR: As far as we are concerned 
we never get our money until the finance company has 
checked with that customer, 

MR. SEDGWICK: Neither Mr, Whicher 
nor I are thinking of that point of time. We are 
thinking of the point of time two, three, four, five, 
six months later when it turns out that the siding 
leaks or the job isn't well done, That, in effect, 
isn't the business of the finance company at all. They 
will say: "That doesn't matter, We have your note 
for $1,500.00 and you are going to have to pay it. If 
you want it fixed you go back to Weathertite." But 
as Mr, Whicher points out you can't find them, 

MR. GOLDEN: There is no doubt, sir, 
that Algonquin Building Credits and Hamilton Building 
Credits are a third party, having gone into the question 
of satisfying themselves that the job was satisfactorily 
done, having been informed of that and taking the note 
at that point, they would be entitled to demand that 
the note is honoured, 

MR, SEDGWICK: I think they would be, 
But as Mr, Whicher points out the customer really has 
no recourse because there is no guarantee and even if 
there waS a guarantee the guarantor has gone out of 


business and can't implement it. Isn't that your point, 
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Mr. Whicher? 

MR. WHICHER: That's my point eee 

MR. SEDGWICK: The people have to 
pay although they don't get what they contracted to get. 
It isn't satisfactory. You can't tell for ten days, 
it may not rain for ten days. 

THE CHAIRMAN: We are only assuming 
that this may be true, We don't know, whether this is 
the case at all actually, with your company. 

MR. WHICHER: I don't know either 
although you have admitted that in some instances this 
might not be a fair deal to the customer. In some 
instances anyway for three or four different reasons, 

MR, GOLDEN: I think I would take 
objection to the question of whether it is fair -- 
this is the type of quality judgment which these 
gentlemen should not be called on to make, It is 
up to this Committee, with all due respect, to determine 
whether it is fair or not. We may all have different 
opinions as to what is fair and what is not fair. 

These gentlemen are basically not responsible to 

keep their company in full operation or must stay in 
business on the supposition that some day in the future 
someone might have a complaint about one of the jobs 
that they are responsible for, If that is the 
suggestion implied in the question of whether or not 

it is fair,I would say the fairness must be balanced, 
You must be fair to the people who are in business as 
well. They should not be required to stay in business 


and maintain overhead simply on the basis that the 
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complaints may not occur, The law is full of results 
which are unfair to one person or another -- 

MR, WHICHER: Well I want to be 
completely fair to the companies. But I am thinking 
about this fellow who spent $1,500.00 on aluminum 
Siding and three months afterwards, when it really 
rained hard, why it leaked like the dickens and he 
can't get in touch with your company -- through no 
fault of your own, don't get the wrong impression -- 

MR. REILLY: Mr. Chairman, could I 
find out from Mr. Whicher now -- do you know specifically 
whether the Weathertite Construction Company was 
involved? 

| MR. WHICHER: No, I pointed that 
out. I don't want to leave that -- 

MR. REILLY: So you are not referring 
to this company, you are referring to a company? 

MR. WHICHER: I am referring ne a 
company that happened to be only in business for 15 
months or thereabouts, you see, and who certainly, 
if the customer has got complaints now he will have 
difficulty in getting the matter fixed up because he 
can't find them. They are out of business. I know 
the individuals are here but the company is gone, 

Now what I want to say with 
this is there are three or four reasons, Firstly, 
the people from whom you bought the aluminum may be 
at fault -- I mean, it may be faulty aluminum, Your 
applicator, as you call them, or the carpenters or 


whatever they are, they may have done a poor job. Or 
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your salesman -- there is a possibility that he might 
have oversold in some instances, 

Now, I am asking you as somebody 
who has been through the mill, have you got some 
suggestions as to how the public might be benefitted, 
because I don't think this is fair, The man on your 
right says that that isn't a fair question for me 
give, but on the other hand you said it wasn't fair 
and I don't think it's fair either, Have you any 
suggestions about how the public could be protected? 
You have no answer for that? 

THE CHAIRMAN: Of course there are 
companies going out of business all the time, 

MR, WHICHER: Yes, I know they are 
going out of business. 

THE CHAIRMAN: Especially in this 
type of Seuaurucr den business. 

MR, WHICHER: I know some of the 
customers who are going out of business too as a result 
of them, That's what I'm thinking about. ietahayg ie 
think I have any other questions, 

THE CHAIRMAN: Mr. Lawrence? 

MR. LAWRENCE: Forgive me for going 
over some ground that has already been gone over, do 
I understand this was a construction company in which 
you sold this aluminum siding door-to-door and had 
the prospective customer sign a promissory note to pay 
for it? Was there any warranty or guarantee regarding 
the ieee of the merchandise, either in writing or 


verbally,to these people? 
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MR. SUGAR: There would be a guarantee 
from the manufacturer of the aluminum, 

MR. LAWRENCE: I mean from Weathertite? 

MR. SUGAR: No. 

MR, LAWRENCE: Would the prospective 
customer be informed, as part of the sales pitch, of 
the manufacturer's warranty? 

MR. SUGAR: vy. would ask them what 
aluminum they wanted, 

MR. LAWRENCE: Did you use a number 
of manufacturers? 

MR. SUGAR: Reynolds and Modern a most 
of it was Modern, 

MR. LAWRENCE: Modern. Are they a 
large outfit? 

MR, SUGAR: Quite large, 

MR, LAWRENCE: Quite large. And did 
they have a warranty on their aluminum? The warranty, 
of course, is to you? | 

MR. SUGAR: It's supposed to go to 
the customer, 

MR, LAWRENCE: Is that so? Is this 
in writing? 

| MR, SUGAR: That's right. I know they 
send them a guarantee on the aluminum, 

MR. LAWRENCE: What happens? The 
customer signs your agreement and a promissory note 
and then you go out and sub-contract it to somebody 
else to put it on -- you call them an applicator. These 


are local people are they? 
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MR, SUGAR: As a rule they are local, 

MR, LAWRENCE: They are not employees 
of yours? 

| MR. SUGAR: Oh no, no, They are 
local in the sense that we are local. 

MR, LAWRENCE: They are not employees 
of yours, though, they are sub-contractors, right? 

MR. SUGAR: We don't pay their 
salaries, We just pay them to put it on. 

MR. LAWRENCE: Well, how does the 
customer find out about the manufacturer's warranty? 
Who gives it to them? Do you give it to them? | 

MR. SUGAR: If a customer asked me 
for one I would send it out -- I would get one from 
Modern and I would send it to them, 

MR, LAWRENCE: Yours is primarily a 
selling job. You have a definite selling pitch, your 
people? 

| MR, SUGAR: Definite in every house? 

MR, LAWRENCE: You must have something. 
How many salesmen do you have? 

MR, SUGAR: Working for us? Well we 
had maybe two, four -- 

MR. LAWRENCE: At the time when your 
business hit a peak, how many did you have out in the 
field? 

MR. SUGAR: Four, 

MR. LAWRENCE: i'm sorry, have you 
covered this before? 


THE CHAIRMAN: Yes. 
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MR. LAWRENCE: Where did you get these 
fellows from, were they experienced in the sales line 
or were either one of you gentlemen doing the work, 
or what? 

MR. SUGAR: If someone came in and 
wanted to go to work -- if we knew him -- go ahead, 

MR, LAWRENCE: And they didn't have 
any instruction as far as the sales were concerned -- 
how to sell? 

| MR. SUGAR: Well, we would check it 
when they brought it in. 

MR. LAWRENCE: Were these people 
experienced in the aluminum siding business? 

MR. PERRY: I imagine they would be 
or otherwise they wouldn't attempt it. 

MR, LAWRENCE: You just imagine, however, 
Did you not have any sales promotion literature that 
you used with these people, or did they not have it. 
Did they not have a line or a pitch or an argument that 
you people devised? 

MR, SUGAR: Not at all. 

MR, LAWRENCE: How about literature? 

MR. SUGAR: We did have -- we sent 
out some literature, We sent out 10,000 pieces, 

MR. LAWRENCE: That would be a general 
mailing. 

MR. SUGAR: <A general mailing. 

MR. LAWRENCE: Asking people to contact 
your office, and then you would send out the man. Is 


that the way it worked? 
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MR. SUGAR: No, We did it ourselves, 
We went ourselves, 

MR, LAWRENCE: How about your sales 
people? 

| MR. SUGAR: We didn't have any at 

the time when we had the literature, 

MR. LAWRENCE: You did your own 
selling, 

MR, SUGAR: Yes. 

MR, LAWRENCE: I've got an old house, 
L receive your literature, I phone your office and 
you come out and what do you show me? 

MR. SUGAR: We show you aluminum 
siding. 

MR, LAWRENCE: A piece of it? 

MR. SUGAR: Well, we have samples -- 
eight pieces on a box, 

MR, LAWRENCE: I don't want to look as 
Livin civing you the third degree here, but most of 
us don't know a darn thing about this business. There 
are obviously abuses in the field going on today. We 
are trying to rectify this and I'm trying to understand - 

THE CHAIRMAN: I think what Mr, Lawrence 
means is that if he were a potential customer and his 
house looked as though he needed some of this siding -- 

MR. LAWRENCE: It does. 

THE CHAIRMAN: When you come to him 
as the owner, what are you going to say to him? He 
wants to know what you would have said. 

MR, SUGAR: Right. We would show you 


the siding. We show you -- we have some books of houses 


Roh [ot | 
s-d2 Hib "se om «ete 1" 7 | | 


7 
eevi soto “aren ov 4 ci 
7 oe 


Reine io Guede. eel sHniAL . ie 4 , 
RS 


























icdenett: ad: oe vot onthe ome 


erleted 


eeudd biG aa oF xY yee ST yt 


Bae so Yi" 7 seat tuoy evreobt Ss 


VY 5 aay iG walt "29 LOY 


bara tinries 6% ATE 


| anne 


tH L i 
| wm G6iqgmtHis 4 Th HIG 
7 
tq Shale 
Oo Tart ail ; 


Miam isit 20! Liv” twin tat Dre 
meee eesii die »; nein’ vase! ‘m Ob ae 
MEeuG? Ge. yr? os 7 aay oo 3vd2 wakidy oe 


mmamaonis oo atere aT baie wisi Tallow 1 pty? oa 
= 
este oh 5 054 Cherie Si rhea 3 *+VARFLARU et 


“i ® ta. Big Wagar [£be ated £ yitew ocr TZ Jas mit 4 re - : t 
- oe ntioth Cease ae oo behosd: a ragage). as teifork at ! 
a NGO TL TOOMAMAL iit yy, i 
es SHED JON nov ERR Sur | 
> tated ot yawns aatog Sphchuni 
al Dk tl 

MORE DSO oN 


7 





28 


29 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Golden 3533 
before and after, We would explain to you what we have 
to do, what goes into it and all this, the material 
that goes on, and then we tell you the price, 

MR, LAWRENCE: Would there not be 
any indication to them that this is good aluminum 
siding and it's been on this house for ten years and 
you have had no complaints -- anything regarding the 
implied warranty as to the quality of the merchandise? 
Nothing at all like that? Really? No questions about 
is this going to be good stuff A is it going to last 
on the side of my house? 

MR. PERRY: Most people know a little 
bit about aluminum siding. They feel it's good, I 
don't think that question comes up. It's a matter 


of whether they feel they can get it for their home 


or not. 

MR. SUGAR: We make 20 or 25 sales 
for people who recommend it to other people -- a lot 
of them, 


MR, LAWRENCE: And do you tell the 
people at the time they sign the promissory note which 
manufacturer's aluminum you are going to use on their 
house? Or is this left up to the applicator, 

| MR, SUGAR: Well in our case we deal 
with Modern, 

MR. LAWRENCE: And how would the 
purchase find out whose aluminum, and therefore whose 
warranty, you are going to use? That's the point I 
am getting at. 


MR. SUGAR: It was never brought up. 
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MR. LAWRENCE: You have never had a 
case of anybody asking for the manufacturer's warranty 
or your warranty in regard to the quality of the 
merchandise? 

| MR, SUGAR: Well 23 


MR, LAWRENCE: You can relax, You are 


MR. SUGAR: We are trying to tell you 
whatever we can. No. Most people know about aluminum 
siding. It's a matter of whether they want it or not 
for their home, We would look for homes that 
definitely needed something done to them -= you are not 
going to go to a man that has good siding and tell 
him to put aluminum siding over it. Although we have 
answered cards from people who have beautiful siding 
and we have gone to the door and told them it's 
ridiculous, But most of the people who we canvas, 
who we sold, they know pretty well what aluminum siding 
is. They didn't have to really be sold on it, 

THE CHAIRMAN: Did you show them 
pictures of any other homes? 

MR. SUGAR: Oh, yes. 

THE CHAIRMAN: Have you any of those 
pictures with you? 

MR, SUGAR: I didn't bring them with me, 

MR. IRWIN: Mr, Chairman, would it help 
any to ask this question, The siding itself, in 
extruded aluminum form, is not likely to have any flaws, 
It would be -- if there were complaints it would be 


because the siding hadn't been put on properly or the 
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joints hadn't been sealed properly or the seams, 

MR. PERRY: On the odd occasion -- not 
too often, but I've seen the odd occasion where the 
aluminum had flaws. 

MR. LAWRENCE: Well, in any event you 
were dealing with Modern, were you, because of their 
reputation or because you could get a better deal from 
them? 

MR. PERRY: We needed money and 
Modern would give us money before they cashed the 
note, 

MR. LAWRENCE: Well, this is the next 
Stage -- 

MR. PERRY: Of course we were 
responsible for it. 

MR. LAWRENCE: All right. So the note 
is signed and the agreement is signed, yesterday. Now 
what was the next step in the thing. Would you 
immediately assigned that promissory note, or how 
did it work? Where did you contact the applicators? 

MR, PERRY: We phone the deal into 
the finance company and we wait until they say approved 
or rejected. 

MR. LAWRENCE: Now you have mentioned 
two finance companies, Are those the only two you 
dealt with? 

MR, PERRY: The only two we dealt with. 

MR. LAWRENCE: Have you any interest 
in that company? 


MR. PERRY: No connection whatsoever, 
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direct or indirect, Except, as Mr. Irwin mentioned, 
we were supposed to get something back, 

MR. LAWRENCE: All right. So the 
deal is signed at my house yesterday morning, say. 
By yesterday noon you are phoning the finance company, 
and what do they do? Do they do a credit check on 
them immediately? 

MRO TFERRY Ss | Right, 

MR, LAWRENCE: How long did that 
usually take? 

MR. PERRY: It could take two hours 
or two weeks. There was no way you could tell, 

MR. LAWRENCE: And you would not 
contact the applicator, of course, until you had 
a credit check made and approved? 

MR, PERRY: Until they approved it, 

MR, LAWRENCE: All right. Say with 
me, L'm a tough customer and it takes them two weeks 
to do a credit cheek on me. Two weeks later then -- 
what did they do phone you or advise you or what? 

MR, PERRY: Yes, they would phone 
us. 

MR, LAWRENCE: The would say he was 
all right and they would take the paper? 

MR. PERRY: Yes, and we will send out 
a letter today. 

MR, LAWRENCE: All right. And then 
did you contact the applicator? Where did you find 
the applicator? 


MR, PERRY: When we went into the 
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business there were applicators working for Weathertite 
and we just kept on using them, 

MR, LAWRENCE: I missed this at the 
beginning -- you took over? You didn't start it up? 

MR, PERRY: No, 

MR, LAWRENCE: I see. Therefore there 
had been a previous history of contacts in the 
business both with the suppliers and applicators? 

MR; CERRY neat teerioht, 

MR, LAWRENCE: And did you pretty 
well follow through with the principles in Weathertite's 
whole routine? That which had been going on before? 

MR. PERRY: We got rid of the 
salesmen, we cut our overhead to an absolute minimum 
and went out and worked ourselves, just the two of 
us. We gave the deals to Modern and they gave us a 
little better price break as a dealer -- you know, we 
did have our own company. They did the applicating 
and they paid us -- except that the salesman would 
get paid when the note came in and was approved -- and 
that was it, you didn't have the headaches, 

MR, LAWRENCE: You were paid on a 
commission basis then, by Modern? 

MR} PERRY: Yes. 

MR. REILLY: Excuse me, Mr. Lawrence, 
I want to find out -- was Modern the supplier and 
then the installer as well? 

MR. PERRY: They had a department that 
did the applicating. 


MR. LAWRENCE: You were really adjuncts 
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of the supplier then? I mean you were sort of a sales 
arm for the supplier? 

MR. PERRY: At the end, 

MR, LAWRENCE: At the end? 

MR. SUGAR: Of course we tried to 
get our own applicators because it would save you 
$50.00 or $60.00 a job, but we found there were too 
many headaches so we gave it all to Modern, 

MR, LAWRENCE: I see. Well, in the 
initial circumstances did you use applicators apart 
from the Modern organization? 

MR, PERRY: At the beginning. 

MR, LAWRENCE: And that didn't prove 
Satisfactory -- didn't prove satisfactory in what 
way -- complaints? 

MR. PERRY: We couldn't get them 
when we needed them. We would get a job, say, three 
or four hundred miles away and we would finally get 
an applicator and he would say: "Well, I'll go next 
week or the week after"or this or that. There were 
too menaeneadaciess 

MR, LAWRENCE: And of course the note 
you received had been assigned to a finance company 
even before the work started on the site? 

MR. PERRY: We kept that note until 
the job was fully completed when the applicator came 
in off the road and tell us he had finished the job. 
We would phone check with the customer. "Was everything 
done to their, satisfaction?” “Are youvhappy with it?”, 


etc. etc. We would then pay the applicator and submit 
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the promissory note, Before Hamilton Building Credits 
or Algonquin or whoever it was would pay us, they 
would again phone the customer to find out if everything 
was satisfactory and they had received everything 
they had been promised, and if this was so they would, 
in turn, remit the money to us. 

MR, LAWRENCE; You mean to say 
Algonquin and Hamilton -- those were the only two you 
used? 

MR. PERRY: Those were the only two 
we dealt with, 

MR, LAWRENCE: And Hamilton or 
Algonquin would send somebody out in the field to 
check the job? 

MR, SSUGARRM Or agphone call, 

MR, LAWRENCE: Or a phone call. 

MR. SUGAR: They have sent people 
out directly. 

MR, LAWRENCE: There would be some 
indication from the customer that the work was 
satisfactory and completed before they would take 
the note? 

MR) gPERRY <2) eYes;,. sir. 

MR. LAWRENCE: And did Modern finance 
you in the interim? 

MR, PERRY: They would give us money 
to get by. 

MR. LAWRENCE: Who recommended you 
to the two finance soneenned -- Modern? 


MR. “PERRY: “No. “We just filled in 


Heby ap 
OS sorbitus ot! incl > eyoyem ,9705 gronedmong | 
Word .an we4 bfvoowr eal. ot noventy so cutoproMra a i Ve 
ane st Wiavs Th ghey ome > nemotoys edt eaeig siege biscw ie 
4 i” 
gina vievs Hav iess’s an ait..tag YTOtsSTalses Sa ee 


gtmovq asad ban (ang 


iiogee. ~ had eee 
ctupaagik 
peo“ Yio aT 


mao nool iis’ 
sales pinieliae ine hue ony bleow alupaopih 


srt Noanp 


re lao prion) 


Sfqony ere 0 


ios od Givew siyilll 


‘saw saw @«nd J PMATGUD and mort cobteowaadk 
fetolqers bow yootentaiger. 
Tejom omy 


ia gaet  <Yema 


ra Talte sid, ocd a wo | 
— vig buon ee LRRD Hie Cam 


* 


i 
mi: 

Ree, 
me i 
; : 


a. Bi Sad eAOVIAWAL SR 


- easneqmon snnankt owt 
} bea wii . 2% 


ante i ., 


\ vi a sell de 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Golden 3540 





1 applications. 

Z MR. LAWRENCE: You mean you just 

3 walked in off the street, eh? 

4 Mi’ PERRY: Wea: 

5) MR, LAWRENCE: Do you know if there 
6 is any connection between Algonquin and Hamilton and 

7|| Modern? 

8 MR; PERRY NO; ein. 

9 MR. LAWRENCE: Not to your knowledge, 
10 anyway. Thank you, 

11 THE CHAIRMAN: Mr, MacDonald? 

12 MR. MACDONALD: I wonder if I might 
13 go back and try to get a clearer picture of this. This 
14| company was actually incorporated in March, 1963 and 
15]| you took it over in September, 1963? 

16 MR. SUGAR: I came in in September, 
17 Chats rich, 

18 MR, MACDONALD: You came in at that 
19 point too, Mr." Perry? 

20 MRE OPERRY:* Nos “L'm not™ too sure of 
21 this. I think that at the start we did register the 
22|| company. I had a partner. Then it became a limited 
23|| company and I was just a salesman. I was out working 
24|| with Mr. Sugar. Then shortly after Labour Day, in 

25|| September, we took over the company. 

26 MR. MACDONALD: And it was in existence 
27 and in operation from then until May of the next year? 
28 MR. PERRY: May of 1964, 


29 MR. MACDONALD: In other words for 





about eight months with you two as partners? 
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MR. PERRY: Yes. 

MR. MACDONALD: I take it, Mr. Sugar, 
you indicated you had been in this business before 
and you are in it again as a salesman for another 
company? Made yous Miser erry. La cn Le sy Our “Line: Of 
work? 

MR. PERRY: No. Only about three 
months before March of the previous year, then while 
Weathertite was opened. Since then I have quit, 

MR. MACDONALD: Since then you have 
quic. “Yourgre not in this line of business? 

MR @- PERRY Seno; 

MR. MACDONALD: You said that you 
worked with Hamilton and Algonquin as finance companies. 
Did you use one, and then you would go to another, or 
did you use the two of them along the way? 

MR. PERRY: Sometimes one of them 
would take deals and sometimes they would turn them 
down, then we would go to the other one, We would 
have a bit of luck with them and then we would go back 
to the other one. 

MR. MACDONALD: What areas of the 
Province did you cover in your sales? 

MR. PERRY: We worked mostly northern 
Ontario, 

MR, MACDONALD: Somebody mentioned 
Windsor here, Did you have a salesman do some work 
in Windsor? 

MR. PERRY: Lots of jobs in the heart 


of Windsor and Toronto and Hamilton. 
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MR. MACDONALD: Not by yourself though? 

MR, BERRY: Oh; no, nov by myselr, 

MR.MACDONALD: Most of it was in 
northern Ontario. What is the explanation for a 
company based in Toronto going to northern Ontario? 

MR. SUGAR: Well, there weren't as 
many salesmen going that far out. 

MR. MACDONALD: How many -- and I quite 
realize that maybe you wouldn't have the exact figure -- 
but in that 15 month period of the existence of the 
company, how many contracts would you have entered 
into? Ten, fifty, a hundred, five hundred? 

MR. SUGAR: I would say that for 
ourselves we averaged about what? -=- one approved deal 
a week? 

MR, PERRY: One approved deal a week, 

MR. MACDONALD: So that you would have 
had about 32 of them during that period? 

MR. PERRY: Before that I wouldn't 
know. 

MR. MACDONALD: Now I would like to 
go back to the point that Mr. Whicher was talking about 
-- that is the obligation and the problem of coping 
with any complaints. As I understand it, when you 
were answering a query from him or from Mr, Sedgwick, 
you said that you haven't been in contact with the 
finance companies since, Have them communicated with 
you in regard to unhappy customers? 

MR. PERRY: Not that I can recall. 


MR. MACDONALD: Have you had any 
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1 communication yourselves from unhappy customers? 
2 MR. PERRY?" No, sir. 

MR, MACDONALD: Not that you can 
recall. Well, just let me try to refresh your memory 
amoment. On July 20th of 1964 -- no, sorry, sometime 
earlier in 1964;your company presumably was still in 
operation, You had a complaint from a customer by 
the name of Traintinger at McDermott, And if I may 
just quote a bit from a letter that I got from Mr, 
Traintinger: "We are in a hopeless position. You 
see I made a contract agreement with Weathertite 
Construction of Toronto for aluminum siding and they 
put it on our home last winter in the month of December" 
--that would be December, 1963 --"and the contract 
is made out to put heavy duty aluminum and boxed in top 
and bottom of house, but they have only boxed the top, 
And they used two qualities of aluminum siding and I 
am sending you samples that they put on. One is copper 
lined and is good. The other is blue and is no good, 
It bubbles like paper. The one with copper lining 
should have been on the entire house, which is in the 
contract. I wrote to the Weathertite Company and 
complained about the two different colours of which 
I thought at the time was colours but now found two 
qualities. They wrote back saying they would send 
workmen out in the spring and it is summer and again 
this time I sent registered letters and they did not 
accept them and the Post Office sent the letter back 
to mex + 


MR. PERRY: They say we sent them a 
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letter that we would send workmen out? 

MR. MACDONALD: Whether it was by 
MeuDer On How,wl manos wnealposi tionevorsay. 

May oPERRY« I imagine it would be 
by letter, But in reference to the siding -- it says 
right in the contract that they have a copy of that 
the two types of siding are different. One is embossed 
Siding, which gives a box effect, and that was in white. 
The gables were to be done in a brown vertical siding. 
Now the reason for this is they don't make a vertical 
siding in embossed aluminum, We explained this to the 
customer at the time. We had it written right here -- 
embossed white, gables brown vertical, which is not 
made -- it's impossible to put the same types on. 
We also went further to explain that the embossed is 
a heavier duty material which is why it should be 
around the base of the house, The smoother material, 
we felt, in the gables -- there wouldn't be children 
playing around it and throwing things against it, etc., 
and it would be relatively good up there. Don't mis- 
understand me, there are many homes that get the 
smooth siding and they are very happy with it. 

MR. MACDONALD: What about the 
proposition that the aluminum bubbled? 

MR. PERRY: This is something brand new 
to me, that the aluminum bubbled. 

MR. MACDONALD: Did he not indicate 
it to you? 

MR. PERRY: Here's what I have -- a 


letter from Hamilton Building Credits, showing a 
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photostatic copy of a letter from Mr, Traintinger. 

"Dear Sir, Thanks for the letter and your prompt 

action in regard to my previous letter to you. However, 

I wrote a letter also to Weathertite at the same time 

as I wrote you and I have not heard from them as yet." 
Now I don't recall receiving 

this letter, ~Thissis the firstoindication that 1 

have. 

MR. MACDONALD: Do you receive 
registered letters at your house? When registered 
letters come do you ever turn them back? Not accepted 
them? 

MB. PERRY: Hox 

MR. MACDONALD: Well, all I can say 
is that both Mr, Traintinger and the Hamilton Finance 
Company both informed me that they sent registered 
letters and you returned them, 

MR. PERRY: Where did they send them? 

MR. MACDONALD: To your address. 

MR. SUGAR: If it's the Weathertite 
address, we have not been there since May. 

MR. MACDONALD: Well, now let's come 
back to the point where Mr. Golden objected to this 
being described as a fly-by-night company. 

MR. PERRY: Do you want to hear this 
letter first? 

MR. MACDONALD: Fine, okay, let's 
hear the letter, 

MR. PERRY: This is in regard to the 


bubbling, sir. "I wrote a letter and have not heard 
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from them as yet. And I will pay for the contract 

in full whenever they change the siding, but not before 
they do anything about it. One wall which is 8 feet 
high and 10 feet long and there are at least 14 joints 
and even on a wall six feet long they put many joints 
to cut off" -- I can't see the exact word. "All the 


work done by William Burton is satisfactory, but 


anything done by" -- I can't read it, Marciano, I 
think -- "is no good and he is the person that put 
the colours -=- two colours of white on the siding." 


MR. MACDONALD: Were there two 
applicators working on this building? 

MR. PERRY: According to this letter, 
yes. This again we do not know. 

MR. REILLY: Excuse me, Mr. MacDonald, 
they painted this siding? 

MRy PERRY? Nov 

MR. MACDONALD: I can show you copies 
of the two kinds of siding here, 

MR GerEnR Yer Ol bevorintosthis al little 
further, When we received this letter from Hamilton 
Building Credits we went back to the applicators who 
had done the work for us and we asked them to please 
go out and rectify the matter. When we called the 
man on the phone with regard to the work he was happy 
with it. When Hamilton Building Credits paid us our 
cheque we assumed again that he must have told them 
he was happy with it and, of course, we put it out 
of our minds until we got this letter, Then, because 


of the two colours of the aluminum, we felt this was 
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Modern Building's fault, flaws in the aluminum. So 
we contacted them, and after I asked them two or 
three times they promised me they would send a man 
out to rectify it. 

MR. MACDONALD: Did you have a contract 
with Modern or with the other applicator which 
obligated them to go back? 

MR. PERRY: No, we didn't. 

MR. MACDONALD: In other words, when 

the consumer complains, the complaint gets to you and 
you have to fight your contractor and if he does 
nothing the thing just dies there, 

MR, PERRY: That is about what 
happened, although we were led to believe that this 
was to be looked after, 

MR. MACDONALD: Well, you see, Mr. 
Chairman, I happened to have gotten this letter -- 

Mr, Golden, I come back to your objection that this 

is a fly-by-night company. Nobody could find out 
where this company was. Nobody could find the 
principals. Mr, Traintinger had sent letters and they 
were returned because you had closed up your Weathertite 
office. They didn't know where you lived. I checked 
with Hamilton Credits. They had been sending 
registered letters to you and they were being 
returned, They didn't know where you were. So I went 
to the company file and I found out where you lived 
and I check in the telephone directory and neither of 
you have listed numbers. So I couldn't check with 


you. You had disappeared completely into the blue as 
































ota eet pet 
K nahiad “anasey a 
an 


ves yaetho te edd ef ewelt <afnel sgh 





Uy be . ay ows mont pores £ rests oes |) seed. vetsetenn om 


ST Mien brie iiuaw ved eu bre imotg Wade siomtt it * 


ti yi ltowdled ieee 
S even Tey bit SOLA OAr A . 
setuw y~olestiras <sAta 247 S79. We o ipa adter 
ss « wf ped? ycegiies 
Hanif ew ov (FY oHT eo 
aie .sbyor yedde ai sl mOR 6M | 
a 1 De % og atatelui \ andcl jos tomo e ee RE 7 
aegd-en Tf one, wot suey DiR2T ot sea eee . 
: 


sit tn veut sey ety Baseren 1 i 


BC : Spee code. 2) sant Fit. ih ye 
Stadt gadd evcifod of | " « ytetia ~hsoegysd ie | 


cof of oF agw ff » 








} | 

" a 

? _ 
‘ait eas voy ,ffow stL7AWo AM Mw 

: - 
‘aa ; we Setsey erad s770R ovar | [yee Mpeel i 4 Serta {i i 
i 7 

. tan 
eldt.cvady ieee da “voy ) Meptc-easo T «hearoe tM. i 
pees | a 
Sho. ‘bait Blues wWotow \\yinigtos “iplaeid-—yita ee ee 


Srit pt a hBIGao ya fat “oa ragsws actA attack 












bite acsisdel Sava feo soantdolow? .4e .mieqeeneag | 






wigne <voy i!) hosoin Sar uey tabpood Letivsen ae 





waa To heyet wey ecodw worl oni yedTt cc 4 










iv peronee reed ad ged? aedhoen ae 
@iied ‘o'rou you? bug Yoy of axetdsd 


leet 0b pan: Woy stern weal dee Kees | 






ea) 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Golden 3548 





far as people concerned unless they had the knowledge 
of going to the company files here in Queen's Park 
and finding out who you were and where you lived. 
Even then they would have to visit you because you 
didn't have listed telephones and the company had 
folded up. Now I submit to you, Mr, Chairman, that 
Mr. Golden's contention that it isn't a fly-by-night 
company simply isn't the case, The ecmpany had 
disappeared, the principals had disappeared, they 
weren't reachable by either the consumer or the 
finance company. This is the incredible part. Even 
the finance company had letters returned that weren't 
accepted, 

MR. PERRY : I would like to say 
this. In regard to an unlisted number -- 1 may 
have a good reason for an unlisted number. 

MR. MACDONALD: I know you may have, 

MR SSPERRY: <i did have, 

MR. MACDONALD: All I am saying is it 
is the final blank in the chain, Nobody could reach 
either the company or you, 

MR. GOLDEN: They weren't a fly-by- 
night company, Mr. Chairman. The connotation is that 
this is a company that deliberately folds up and moves 
away for the purpose of evading its obligations. That 
is why I object. 

MR. MACDONALD: The simple fact of 
the matter is they had disappeared. 

MR. LAWRENCE: And who does take care 


of the obligations? 
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MR. MACDONALD: And nobody fulfills 
the obligation. You apparently gave you word in a 
letter, either by letter or by something, that you 
would see that it was done, Then you passed it on 
to your sub-contractor, who has no legal obligation 
and nothing happens. 

MR, PERRY: Well, Modern Building 
Paeaiers promised us something would be done, We told 
them there was a flaw in it, in the materials, and 
they said, fine, they would look after it. 

MR. MACDONALD: Well, it hasn't been 
done. I can tell you that. 

MR. GOLDEN: Mr, Chairman, after having 
been advised by Mr, Harcourt as to what (next few 
words inaudible). And the first indication that I 
finally had that there was still dissatisfaction with 
the job was my advice to them that it would be 
raised in this Committee, 

MR. MACDONALD: Mr. Golden, may I 
ask you, how could they learn of possible complaints 
when both the consumer and the finance company couldn't 
reach them? Registered letters were all returned. 

MR. WHICHER: Modern Building Products 

under this illusory warranty they have -- at least 
it is illusory so far because nobody seems to know about 
it but you and you haven't got anything in writing. 

MR. PERRY: They told us this was 
being taken care of so we didn't see any reason do to 
anything further about it. 


THE CHAIRMAN: Is there any copy of 
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any correspondence with regard to this or was the 
conversation by telephone? 

MR. GOLDEN: We have neither a copy 
of any letter -- or exchange as well. I'm not sure 
(rest inaudible). 

THE CHAIRMAN: Was your communication 
with Modern by phone or by letter? 

MR, PERRY: By phone. 

THE CHAIRMAN: Do you recall who 
you spoke to? 

MR, PERRY: I spoke with (rest 
inaudible). He would be looking after the application 
and he promised me it would be done, 

THE CHAIRMAN: And that's the last 
you heard of it. 

MR. PERRY: Mr, Golden informs me 
that I also spoke to a chap named Jerry Buckner, 

MR. WHICHER: Mr. Chairman, Mr, Golden 
wants -- I used the term fly-by-night to start with -- 
and Mr. Golden objected to it. You said a minute ago 
in answer to Mr, MacDonald, that the reason you 
objected was because there was no evidence of evasion 
of responsibility to the customer, I suggest when 
registered letters are turned back at the door that 
there is an evasion of responsibility and that it is 
a fly-by-night outfit. 

MR. MACDONALD: Mr. Golden, you said 
that the company was still in existence so that it 
could meet its obligations if any came. The obligations 


have been coming and they have been returned, You just 


; i het at 
a Ae rs n 
<= : 







i 42> 






ia 
a 


hk 


es —_ | saw as aha Oe banger Adtw pacabivianeneibt ve fh 


i ed 


i zs | | voaimusted ed rostewnaenan 


7 


re. as Fe wsdeter: sisi eM: rfhagion .f 
mege<tonem's ohio’ ce ene lex® "OO = ya ttud Fae to 


(olehbusnk. Sae8) 





Bf rolesotavmos cies maewW °° TAAIATAED Aird 

a | Priacvef Ye = wad <i necea TVLe 

o. oo: *) metas: cUNe AM 

: iw Tlsse OY OG sQAMW TAS. af 

| ‘od ssoge ey 

{ a ; “Ff era? 
a Jaan) ridtw ategeyr 24) mn 

as . oo 

ae noheantiuas ond *sete aeidoofl wt Livow oh .( alabougak 

| ‘anop ef Biuow bf an beeltantg af Bae 
oe . | 

. Beant st etal? hoA  i2ARITARY Sit ist . ; 

“. “Yo Doped oo TDG a 
7 

7 7 

: em amo tat eobrled , 08) <2aatt ,.4 to i 
i's. Safpinne yee’, beceh qaia-e ct eiogn aie Dt tad ae 
me) Habio? iM .earited> ah tele LM at vn 
po “—s al, . 7 
> ae ~- naitw fieds heave Tea baeyd ys > pre? . wis i of LL <—- aetna et | : 
? 

Ors sintiin @- tise Ho Vi of Rodoedo cobloh sam ORB os ; 7 
1 | 

Jom hoeaset snd tant ,bieccisad ..4t of caw Ee 





By, 
y ‘ae oll % etusikhvs 28 SR eters ooyEced ABy beast do 







’ 7 » weder Fusaace( I a eit ot BIL ee heathen to. 





hE i scm 


aT 8 | 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Golden Sig jo Rt 





haven't been receiving them. How can they be received 
when Weathertite's address has disappeared and the 
addresses of its principals are available only to 
someone who takes the trouble to go and search the 
company records? And then you find they are unlisted 
numbers and you can't reach them by telephone. 

MR, PERRY: Let me say that we haven't 
covered up our tracks. This is just a closed down 
business. 

MR. GOLDEN: It was easy enough for 
Mr, Harcourt to contact these gentlémen to come here, 

MR. MACDONALD: Exactly, because 
I found the information from the company files and 
supplied it to Mr. Harcourt. 

MR. GOLDEN: Well, Mr. MacDonald, in 
my position as a solicitor I deal with company files 
at least once a week and with this kind of information 
I very rarely get the home addresses of the officers 
of the company on the letterhead. In fact the only 
way I know to reach an officer of a company to serve 
him with papers in a legal action is by coming up here 
and searching. 

MR. MACDONALD: In other words, both 
the consumer and the finance company trying to reach 
you would have to search the records. Isn't this 
getting fairly close to being difficult to find and 
evading responsibility? 

MR, GOLDEN: Well, I think the question, 
sir, is what is the alternative? Does this Committee 


think you should provide every customer with a detailed 
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directory of how to get in touch with the officers of 
& company? If a company went into bankruptcy -- 
this nee oe was lucky enough to get out of it and 
pay off their creditors and didn't have to go into 
bankruptcy -- but if a company went into bankruptcy 
what would happen then? 

MR. MACDONALD: Well, Mr. Golden, 
suppose I suggest this rather simple procedure. The 
principals of a company that aren't trying to evade 
responsibility, why could they not resort to the very 
simple procedure of warning the Post Office that any 
mail that comes for Weathertite shall be delivered to 
such and such an address? 

MR. GOLDEN: I don't believe, sir, 
that there is any suggestion here that they were 
trying to evade their menboue wien lees 

MR. WHICHER: Well for one thing, if 
you haven't evaded them you certainly haven't accepted 
your responsibilities, at least, because this gentleman 
is -- 

MR. MACDONALD: If you hadn't deliber- 
ately evaded them all these people who were interested 
in finding you could -- plus the Hamilton Finance Company 
who was doing your financing. 

MR. GOLDEN: (Inaudible) 

MR. MACDONALD: It is quite conceivable 
that Hamilton Finance has a file of complaints and 
they have been trying to get in touch with you about 
them. 


MR. GOLDEN: If they had wanted to get 
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in touch they could, the same as Mr. Harcourt did, 

THE CHAIRMAN: Are you prepared to 
take any further steps to remedy this complaint? 

MR. PERRY: I would think so. 

MR. SUGAR: This is the first we 
have heard about it. We firmly believed that Modern 
Building Products looked after that complaint, 

THE CHAIRMAN: And this is the only 
outstanding one that you know of? 

MR. PERRY: As far as we know, 

THE CHAIRMAN: Mr.MacDonald, is that 
So ems OLiVvers 

MR. OLIVER: Mr. Sugar, you have had 
experience with three companies now -- one previously, 
your own, and now you are working for another, 

I am interested in the Pabrt caters or carpenters that 
put on siding. In your experience do the companies 
require that applicators have had experience in the 
business? 

MR. SUGAR: As a rule, yes, sir. 

MR. OLIVER: How do you do that? 

Do you know by their reputation? Supposing a man 
came in off the street and said he was prepared to 
do this job. What do you require of him? 

MR, SUGAR: You ask him if he has 
worked at any other previous place or had experience, 

MR, OLIVER: Because I think it is 
very clear that a lot of the trouble arises from the 
putting on of the siding. And I don't think any Tom, 


Dick or Harry should be allowed to put it on. I think 
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some requirement should be evolved if they are not 
presently in force to see that the people who put 
this siding on are qualified men, I'm not at all 
sure that they have been qualified in the past. In 
fact my own experience with them -- perhaps not your 
company but some other company -- would suggest they 
are not qualified men, And I think this is one 
point, Mr, Chairman, that we might look seriously at. 
Another question I wanted 
to ask -- in respect to aluminum, there are different 
grades of aluminum? 

MR. SUGAR: Well, there is the smooth 
and embossed, 

MR. OLIVER: Is there not a heavy 
aluminum and a lighter aluminum? 

MR. SUGAR: Well, the embossed is 
the heavy and the smooth is the light. 

MR. OLIVER: You are telling me 
there is just the one grade actually? 

MR. SUGAR: That's right. As far as 
I know I think that's all there is. 

MR. PERRY: We have been led to 
believe -- I'm not so sure about this -- that there are 
more than one -=- in the smooth, we'll say. I'm quite 
sure in the embossed there is only the one type. But 
I think in the smooth aluminum there are different 
gauges depending, let's say, to a commercial sell, a 
lumber yard which sells fast and for a very low price, 
there is a thinner gauge. Again, I am not sure. 


MR. OLIVER: Well, in regard to your 
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operation, how would the consumer know he was getting 
the good gauge? 

MR. PERRY: As far as we know, and 
we were told through Modern and I believe it, we were 
using the heavy gauge. 

MR, OLIVER: In this work of putting 
on siding, had you any side lines or allied lines? 

Did you do anything else except put on siding? 

MR, SUGAR: Oh, yes. If a person 
wanted some windows or he wanted some -- 

MR, OLIVER: Did you build chimneys? 

MR, SUGAR: No, no. 

MR. OLIVER: Now the only other 
observation I wanted to make has to do with this case 
brought up by Mr. MacDonald, a moment ago. The tragedy 
of that case, it seems to me, this company is now 
out of business, you were only in business for what? -- 
15 months? Something like that. We are assuming 
that you sold them a $1,500.CO business. Now that 
runs for what -- five years? So here you have this 
man who is not satisfied, properly not satisfied. 

I mean he has a reason to be not satisfied. And so 
for 15 months the company is in existence but the 
finance company has the paper for four years more, 

And this guy has to keep on paying for four years for 
avery poor job, a job that is not satisfactory in 

any way, shape or form, Now that to me is the tragedy 
of this situation and I don't know how you get around 
it. I think perhaps I know how you could get around 


it, but there is no way in what you have said, that it 
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can be readily rectified, I mean the man suffers, that! 
all, for four years, The aluminum ruffles and bubbles 
and maybe falls off, inferior workmanship, inferior 
quality of aluminum, And for four years the bills 
come from the finance company to be paid on the first 
of the month for whatever the amount is, Four solid 
years, while the aluminum falls off the house or 
something. To me that is something that has to be 
remedied, And if you were a fair-minded person you 
would agree that there is something really wrong there, 
MR, GOTDEN: I don't think, first 
of all, Mr, Oliver is particularly thinking of this 
case, With respect to this particular case, as 
Mr, Sugar has indicated, they are prepared to rectify 
it. In fact they have already taken steps -- | 
MR. OLIVER: “i think perhaps he has 
taken what steps he can to rectify it. But I mean 
they are feeble steps, not because he took them, but 
because in the whole context of the thing there is 
nothing really that can be dome, I don't think there 
is anything that can be done and I don't think there 
is anything that will be done, except this guy pays 
the bills for four years, That all. On an inferior 
job. And that's going to be allowed to happen until -- 
MR, PERRY: We did not know that there 
was anything still wrong until we appeared before 
this Committee. We gave this problem to Modern Building 
Products, they assured us it would be looked after, 
MR. MACDONALD: And you haven't received 


your mail since from the complaining consumer. 
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MR, PERRY: I haven't received any. 

MR. OLIVER: There is not very much 
they could do at all, if they did receive the mail. 
That's the tragedy of the thing, 

MR, MACDONALD: There are loopholes 
all along the way on the thing. 

MR, OLIVER: Do you forward to 
Modern Building Limited anything, giving confirmation 
that the work has been done? 

MR. SUGAR: No, this is never done, 

MR. OLIVER: I thought Mr, Perry 
told us that he was prepared to rectify this complaint. 
Isn't that what you -- 

MR OPERRY i) Yes, 5sa0% 

MR, OLIVER: Well, what are you going 
to do? | 

MR, PERRY: I'm going to get in touch 
with Modern, I imagine legally we are responsible, 
If they say that there is aluminum at the top part 
we will send a man up there, It may not be aluminum, 

MR. LAWRENCE: Are you people going 
to do this? Or Modern Building Products or what? 

MR. PERRY: Well, we will get 
installers and send them out and pay for them, 

MR. LAWRENCE: You people? 

Mk. PERRY:< Yes; 

MR, GOLDEN: If they can get Modern 
to pay for it they sure are going to try. 

MR. LAWRENCE; It was their installation 


MR, SUGAR: No, it was their material. 
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MR, MACDONALD: Well, the complication 

in that instance is that apparently there were two 

applicators, There are so many cooks in this broth 

no wonder it was spoiled, 

THE CHAIRMAN: Any questions, Mr.,iIrwin? 

MR, IRWIN: I would just like to make 
a comment. It seems like a very unstable situation 
perhaps right from the beginning. In our firm we 
see a lot of companies start and finish unsuccessfully. 
Very, very seldom, in fact it's a rare instance, 
where there seems to be any attempt on the part of 
the principals to enter into an unsuccessful operation 
to defraud the public. It just is that they conceive 
of an idea, they go ahead with it, and it just simply 
proves to be an unprofitable operation. I must 
say I sympathize with the ASR in that case, but 
in some ways I sympathize with the representatives 
of Weathertite. When you get into a bad situation 
how do you unwind yourself from it? Unless you go 
bankrupt. Now you could have gone sparen and 
relieved yourselves of the responsibility and I 
would ask you why you didn't, 

MR. GOLDEN: Because there were no 
outstanding obligations. The company paid all its 
debts, it has no creditors of which we are aware, and 
as of a week ago no outstanding problems with regard 
to its customers of which they were aware, There was 
no reason to, They thought, honestly, that it had not 
any outstanding problems. 


MR. IRWIN: I would like to comment on 
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this lack of being able to contact. Again my 
experience is this can happen. The principals have 
to go on about some other way of making a living and 
they have to leave the trail insecure. Very often 
some of the headaches I have in business is that 
when one of these companies, or the principals, finally 
say: "Well, we have reached the end of the rope, 
We will leave your office, my office, ...." -- 
MR. MACDONALD: Mr, Irwin, let me 
say this. There is a very simple procedure which 
every individual uses, leaving a forwarding address, 
MR, IRWIN: Yes. What I was going 
to say is, Mr. MacDonald, that is correct. They could 
leave some kind of a mailing address, as they do by 
leaving me, for example. Well then I have problems 
trying to find the person. 
MR, LAWRENCE: You find it when you 
get the bill paid. 


MR. IRWIN: Sometimes I don't get 


paid. 

THE CHAIRMAN: Mr, Kerr? 

MR, KERR: Mr, Sugar -- I believe it 
is -- just reviewing briefly, you had a sales force, 


is that correct? Your company, at one time? 
OR. SUGAR: Yes, sir, at one time, 
MR. KERR: And they went out in the 
northern part of the Province to sell your product, 
I assume that they would go into a residential area 
and see the houses that haven't got this type of 


installation and then they would go to the door and say 
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to the lady or the man of the house: "Are you 
interested in having storm windows or aluminum 
siding" -- or something like that. 

Now would there be any type 
of sales pitch other than showing the product? Would 
you in any way indicate that if they bought your 
product there might be a bonus or would you use one 
house aS a sample house of your product, thereby giving 
the first house the material for nothing or a bonus 
device, or something like that? 

MR. SUGAR: re as the salesmen, and 
as far as ourselves, we paid off over $2,000,00in 
bonuses to people who had helped us get other customers, 
As far as in the house, I never mentioned bonuses -- 
never mentioned it. 

MR. PERRY: We informed them that if 
they knew someone who might be interested, and if 
we went to see those people and concluded a deal, we 
would pay them a commission, 

MR, KERR: There was no question of 
doing one side of their house or doing one or two of 
their windows or something like that, and having 
your product with possibly a little bit of a sign -- 

MB SUGAR: No, not as far as I was 
concerned, 

MR. KERR: And then if a couple more 
houses on that street or in that subdivision bought 
you would complete the job on the original house 
for nothing. You didn't do that? 


MR. SUGAR: No, sir. 
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MR, KERR: Now this is the contract 
you used, I assume. This is the one you had here, 

MV evens eck, 

MR, KERR: Did you have any other 
type of contract? You mentioned you had a promissory 
note as well, | 

MR, SUGAR: That's all. 

MR. KERR: Now you say here, for 
example, you Show the total cash selling price and 
the downpayment and you have balance due if paying 
cash and balance due if financed, 

You didn't indicate in any 
way what that interest would be, the charge on the 
type of contract if it was financed, did you? 

MR, SUGAR: We would Beeacrar ce selling 
price on the upper line where it says Cash Selling Price. 
We did not fill in any part of the rest of it. But 
at the bottom of the contract So many payments at 
so much per month, 

MR. KERR: I see. Then after you 
completed part of the contract you had both the 
husband and wife sign it. So that at that point they 
didn't know what the finance charges would be? 

MR. SUGAR: Unless they asked us. Most 
of them took a pencil and figured it out. In fact a 
lot of them would say: "That's high", but then they 
remembered it was for five years not one year. And 
also they paid it off many times, for example, if they 
knew where to get the money cheaper -- fine, If they 


paid it off before the first payment was due they would 
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not pay one penny in interest. And we will assume if 
we gave them 90 days, which would mean that we had 

to pay for two months at 1% per month. Many times 

at the end of three months when a cheque came in 

for the full amount, we had to pay the 1% per month 
for two months to the financial institution ourselves. 

MR. KERR: I'm a little confused. 

You say you don't fill it is. Do you tell them 
verbally, is that it? 

MR, PERRY: If they ask. 

MR, KERR: If you know why don't you 
pS ETE Wa ler oe Boy 

| MR, PERRY: We never do. 

MR. KERR: All right. Now another 
thing you say, this contains the entire contract between 
the parties. Is that right? But at the same time 
you say that there is a promissory note. Now is this 
collateral security or is this the only thing you 
would assign to the Algonquin or Hamilton Building 
Credits? 

MR. PERRY: That's right. 

MR. KERR: You don't assign this 
contract. You just assign the promissory note. All 
right. Now, you have here, "I, or we, the purchasers 
understand that this order is not subject to cancellation|,' 
It also would appear from the small print that it is 
possible that the payments could start before 
installation, Is that a fact? 

MR, SUGAR: weeen! 


MR. KERR: But there is a binding 
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contract before installation, before they receive 
the goods? 

MR. SUGAR: Yes, sir, 

MR, PERRY: I was just going to say, 
you mentioned the cancellation clause. We have had 
many people cancel and we just drop it right there, 

MR. MACDONALD: Don't they pay a 
deposit? 

MR, PERRY: Very seldom. 

MR, MACDONALD: They don't pay a 
downpayment? 

MR, PERRY: Z would say out.of .our 
30 or 32 deals maybe we took one down payment of $20.00. 

MR. KERR: All right now. I think you 
said the next step was the contract would have to be 
approved by the finance company, Algonquin or 
Hamilton. And you say that these people really phone 
the customer up to see if they are satisfied? 

MR. SUGAR: Yes, sir. 

MR, KERR: Okay. There is a little 
bit of discrepancy between the day the approve the 
contract and the day the installation -- this is 
always after installation? 

MR, SUGAR: Right. 

MR. KERR: So there is about two or 
three weeks involved here, is there? 

MR. SUGAR: That's correct. 

MR. PERRY: We have found, on the 
average, by the time we sign a contract and the deal 


is completed, we get our money in about a month. 
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MR. KERR: Does the customer get 
a copy of the promissory note they sign? 

MR, SUGAR: No, sir. 

MR. KERR: And there is no guarantee 
other than what is shown on this contract? There is 
actually no guarantee here, That's all. | 

THE CHAIRMAN: Mr. Edwards? Mr. Rowe? 

MR. ROWE: Just one, about this 
downpayment business, You say you required no 
downpayment. Does the finance company ever, before 
they approve the credit? 

MR, PERRY: In this way. They might 
say -- we will assume the deal is for $1,500.00 -- 
and they might say: "We can only peonces itohor 
financing for $1,000.00", In that case, if we can 
get a downpayment, fine. But I don't ever remember 
getting one, 

MR. ROWE: But it would be the finance 
company that would -- 

MR, PERRY: They wouldn't ask for a 
downpayment. They would only say they would extend 
credit to this point. Beyond that, no. It was up to us. 

MR. ROWE: In which case, if the 
siding is already on, it's up to you to -- 

MR. PERRY: No, no. They approve it 
for the amount before we do a thing. 

MR. ROWE: That's all. 

THE CHAIRMAN: Mr. Reilly, any questions 

MR. REILLY: Yes, Mr. Chairman, From 


what I can hear this morning you had a pretty sad 
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experience in business, eh? You were able to pay 
your bills and that's Aue) Sree And you enjoyed 
a fairly comfortable living or not, at that period 
of time? 

| MR, PERRY: My living standard was 
about the same, 

MR. REILLY: You were paying $80.00 
per hundred square feet. What is the average 
house that you would cover? 1,000 square feet? 

MR, PERRY: About ten square, 

MR, REILLY: So it would cost $800.00 
for a job which sells for $1,500.00. Is that right? 

MR. PERRY: That would make the 
average cost about $700.00 - 

MR. REILLY: What was the average? 

MR. PERRY: We went over this earlier, 
It's hard to figure. 

MR, REILLY: But it's normally $80.00 
for 100 square feet and it costs you $79.00 or $80.00 -- 
and the average job is 1,000 square feet and it 
costs the customer approximately $1,500.00. Is that 
correct? That's right. Yes, 

| You had your problems from 
the standpoint of fabricators, you tell us, and this 
is understandable. And under these circumstances you 
agreed to do business with Modern and they applied, or 
Supplied, their own fabricators. 
MR. SUGAR: Applicators. 
MR. REILLY: Applicators, Yes, I'm 


sorry. The fabricator is the maker of the aluminum, 
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Modern then makes the aluminum 
and now they are in the business of installing it. 
I was wondering, as the picture has changed here, 
you paid your bills, and the only thing I have heard 
before this Committee so far is one complaint, and 
this is the only one that you have told us about as 
far as your particular customers are concerned. Now 
these people may have been trapped, very innocently, 
in business. It could happen, And I am not finding 
any fault with them, It just seems to me that quite 
frequently a thing like this happens -- here is a 
business into which you can go and make some money 
and you apply yourself honestly with effort and under 
those circumstances you chose to go in business for 
yourself, Now why did you get started in this 
business when you had no experience? 

MR, PERRY:° Dotriedsivatorschrec 
months before I went into Weathertite, I thought it 
was a business where I could (rest inaudible), 

MR. REILLY: And your experience 
in the same connection with this -- did you try to 
give the customer a good deal? You tried to be 
honest as far as your eee with the customer 
were concerned, This is the only case, to your 
knowledge, that the customer is absolutely dissatisfied? 
This is the stiles GE that you know of? 

MR. SUGAR: As far as I know. 

MR, REILLY: Yes. Now, you are back 


in the business, are you? 





MR, SUGAR: Yes. I'm working. 
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MR, REILLY: With what company are 
you working now? 

MR, SUGAR: Well I was working for 
Modern, I was working as a salesman, I could go back 
into any company I want, bring in a deal, and if 
they want it -- 

MR, REILLY: Right. But previous 
to going into partnership with Mr, Perry you were 
also in the business, were you not? 

MR. SUGAR: Yes, aye 

MR, REILLY: What company were you 
with then? 

MR. SUGAR: Well, for the first 
seven months I was working for them -- 

MR. REILLY: Previous to working 
for them? 

| MR. SUGAR: Previous to that I was 
working for Weathermaster, I was working for Modern, 
I was working for quite a few companies, 

MR. REILLY: You have had a lot of 
experience as far as getting in touch with the 
applicator and selling the siding -- 

MR. SUGAR: Selling only. 

MR. REILLY: And now you are back with 
what company? 

| MR, SUGAR: As of now? Well, I'm 
working for, as I say, two or three companies. 

MR. REILLY: In other words you are 
a salesman for two or three companies? 


MR. SUGAR: Right. Whoever -- 
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MR, REILLY: 
gives you the best deal? 
MR. SUGAR: 


MR, REILLY: 


price for putting on siding now? 


price? 


MR. SUGAR: 


Golden 3568 


Whichever company 


Yes, that's right. 
And what is the average 


Is it the same 


Is it $1.40 or $1.45 or $1.50? 


I would say it costs 


me anywhere from $83.00 to $84.00 a square, 


MR. REILLY: 


And do you under 


the circumstances arrange for the installers? 


SUGAR: 
ot LULY $ 
SUGAR : 
» REILLY: 
Modern now? 

| SUGAR: 


MR. REILLY: 


Oh, no, 


You don't? 


No, 


You are working with 


No, 


What suggestions would 


you make to this Committee now, after all the experience 


you have had with installing siding or selling siding, 


what recommendations would you make to this Committee 


to avoid some of the problems that we have heard about? 


Not necessarily with your company but -- 


MR, SUGAR: 


Well, it's hard, 


In my 


experience I think it is trouble with the installment 


boys. 
it would be 7. 


MR. REILLY: 


I would add up 2 and 2 is 4 and they would say 


That was my problem, 


Your problem has been 


with the men who do the installation? 


MR. SUGAR: 


We sell a job, we make 


$600.00 or less, and before we got through we would get 


are carl a «sooner 
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1 $100.00. So we don't get on, 
4 MR. REILLY: Are these men, who 
3 put it on, generally, as a rule, they are carpenters, 


4 are they not? 


5 MR, SUGAR: As a rule they are 

6 carpenters, 

7 MR. REILLY: Or handymen? 

8 MR, SUGAR: I would say ae are 
9 carpenters, 

10 MR. REILLY: Are they licensed? 
11 MR. SUGAR: As far as I know, no, 


12 I'd say that the majority are fairly good, 
13 MR. REILLY: When you are selling 


14| now for three or four different companies, from whom 


15/ do you purchase the aluminum now? 

16 || MR, SUGAR: I don't purchase the 

17 aluminum, 

18 MR, REILLY: Do you buy from Modern 
19 or Lifetime or Reynolds or from whom? 

20 MR. SUGAR: From eres I hand the 


21 contract to the company I write it up on and it is 
22 approved and if everything is all right they pay me 
23 my money. 

24 MR. REILLY: So as far as you are 
ID) concerned you write it up with whatever company will 


26 give you the best deal? 


27 MR. SUGAR: That's right, yes, sir. 
28 MR, REILLY: Thank you, Mr, Chairman, 


29 THE CHAIRMAN: Mr, Bukator? 





MR. BUKATOR: Well, Mr. Chairman, I 
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wouldn't want to ask any questions, I'11 get my 
answers out of the transcript. No doubt they were 
all answered, 

MR. SEDGWICK: I just have one 
question and it arises from one Mr, Reilly asked you. 
If you sell for three or four companies, with whom 
does the householder make the contract? 

MR. SUGAR: Well if I write it, say, 
for Weathertite, I use the Weathertite contract. 

MR. SEDGWICK: Well then you do know, 
at the point of sale, the company to whom you will 
turn over the contract? 

MR. SUGAR: Oh, sure, 

MR. SEDGWICK: Well, I understood 
you to say to Mr, Reilly that you would make the sale 
and then turn it over to the company that gave you 
the best deal? 

| MR. “SUGAR: Oh, AO; Sir. J) must put 
on the company's name before I leave a copy with the 
customer, 

MR, SEDGWICK: Well, it wouldn't be 
Weathertite because they are out of business. Suppose 
you went out tomorrow and sold a customer, with 
whom would the contract be made? 

MR, SUGAR: With the company that I 
was working for, 

MR, SEDGWICK: All right, what's the 
name of that company? 

MR, SUGAR: Say, Modern, or --= 


MR. SEDGWICK: Modern, 
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MR, SUGAR: Or Stag Home Developments. 

MR. SEDGWICK: Stag Homes? And then 
you would turn that contract in to Stag Homes? 

MR. SUGAR: That's right. 

MR, SEDGWICK: And that would be the 
end of your part of it? 

MR, SUGAR: No. Stag Homes or the 
company would turn that over to the finance company 
who would check out the credit. If it's no good it's 
no good, 

MR. GOLDEN: Then you wouldn't get 
any money for it. 

MR. SGUAR: Right. 

MR. SEDGWICK: Well then would you 
carry with you three or four different contract forms; 
one with Modern, one with Stag Homes, one with 
-somebody else? 

| MR, SUGAR: As a rule I would. 

MR, SEDGWICK: Which one, basically, 
do you select? 

MR. SUGAR: Well, some finance companies 
are more lenient <- 

MR, SEDGWICK: No, no, no, no, We are 
not at the point of the finance company now, We are 
at the point of sale. I and Mr, Lawrence are 
householders and you have convinced us that we should 
have aluminum siding. And we say all right, give us 
a contract, a contract between me, the householder, and 


who? 





MR, SUGAR: Let's say <-- 
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MR, SEDQGWICK: No, let's not say. 
With whom? 
| MR. SUGAR: The company I work for, 

MR, SEDGWICK: Well, what company 
do you work for? 

MR. GOLDEN: Whichever one he gets the 
best deal from, 

MR. SEDGWICK: Well listen, With 
whom would I, the householder, have a contract? 

MR. PERRY: He would have to 
evaluate you quickly. In other words be a bit of 
a psychiatrist and use his imagination. What financial 
institution you would be most acceptable to. Then 
from that point would take a contract out from the 
firm which is doing business with that particular 
financial institution, 

MR. SEDGWICK: My golly, it's a 
mysterious business. You wouldn't say to me: "I 
represent Stag Homes "or Modern, or anything like that? 

MR, SUGAR: It's not that complicated. 
Ninety-five percent of the time I always carry an 
extra contract. 

MR. SEDGWICK: What do you mean by 
that? 

| MR. SUGAR: By two companies. 

MR, SEDGWICK: Which two at the 
moment? 
| MR, SUGAR: At the moment I only have 


one. (Laughter). 


MR, SEDGWICK: Well, which one do you 
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have at the moment? 

MR, SUGAR: Stag Home Developments, 

MR. SEDGWICK: All right. Now you 
come out to me, a hypothetical purchaser, you have 
a contract with Stag Home Developments. Isn't that 
right? So that if I take the contract you are the 
agent for Stag Homes as principal? 

MR SUGAR: Yes, sir. 

MR. SEDGWICK: And my contract is 
with Stag Homes, Isn't that right? 

MR, SUGAR: That's right. 

MR. SEDGWICK: And if the job is 
defective it is to Stag Homes that I must look for 
my cure. That's right? 

MR. SUGAR: Yes, sir, 

MR. SEDGWICK: Well now suppose 
tomorrow you decided to have two companies, which two 
would you have? Stag Homes and which other one? 

| MR, SUGAR: I didn't get that question, 

MR. SEDGWICK: You said earlier you 
usually carry two contracts? 

MR. SUGAR: Ninety-five percent of the 
time, 

MR. SEDGWICK: Ninety-five percent 
of the time. You would have which companies? 

MR, SUGAR: Modern and Stag. 

MR, SEDGWICK: All right. Modern and 
Stag. I am puzzled as to how you can tell by looking 
at people whether they are Modern or Stag? (Laughter). 


MR, SUGAR: Certain companies will not 
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1 go past a certain business. Certain companies, certain 
2 finance companies will not go past a given area, 
3 MR, REILLY: Certain companies will 


4 take hot paper, so if you look like a poor deal then 
5 they -- 

6 MR. SEDGWICK: Wait a minute. You 
fi mean to say that you know when you are selling in, 

8 say, Bruce County, you know that Stag can't finance 

9 papers in Bruce County? 

10 MR, SUGAR: Well a lot of finance 

11 companies will tell the company they are only going 
12 as far as Cochrane, Now if I want to go past Cochrane 
13 I can't -- 

14 MR, SEDGWICK: I know that, but how 
15 do you know it? 

16 | MR. SUGAR: They tell us, Otherwise 
17 we waste a lot of time, 

18 MR. SEDGWICK: Suppose you go to 

19 Orangeville, which isn't very far away. And you go 
20 into a farmer near Orangeville. Which contract would 
21 you give him, Stag or Modern? 

22 MR. SUGAR: Well, I would give it to 
23 the one that I am working for, Stag. 

24 MR, SEDGWICK: You are working for Stag. 
25 MR. SUGAR: Yes, sir, I am working 


26 for them, 


pe | MR. SEDGWICK: Well, then you wouldn't 
28 -- where does Modern come in? 
29 MR. SUGAR: Well, certain companies 





-- Modern will only go as far as Cochrane, 
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MR, SEDGWICK: Let's stick to 
Orangeville, 

MR, SUGAR: You can't stick to 
Orangeville because in Orangeville any finance company 
would take it. It's close enough, You have to go 
far away. 

MR, SEDGWICK: All right then, if 
you are in Orangeville, say, you give that to Stag? 

MR, SUGAR: Oh, Sure, because I work 
for them, 

MR, PERRY: It depends a the size 
of the farm, If it's a small farm you might think 
that one company would be more liable to finance it 
than the other, Right? 

MR. SUGAR: Not necessarily. 

MR, SEDGWICK: Well anyway, so that 
we can understand it, with which finance company does 
Stag do business? 

MR, SUGAR: As far as I know I think 
it is a company called Baker, 

MR. SEDGWICK: You say as far as you 
know. Do you know? 

MR. SUGAR: Well, I don't -- 

MR, SEDGWICK: Well wait a minute, You 
have already told us that you have the schedule of 
finance charges of the company. How could you have 
the schedule of finance company charges if you don't 
know which company? 


MR, SUGAR: Well, it's right on Stag's 





contract, It's right on their contract, there 1s a 
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chart. 

MR. SEDGWICK: Then you don't know 
to which finance company Stag will send it? 

MR. SUGAR: That's right. 

MR. SEDGWICK: You do not? 

MR.SUGAR: No. 

MR. SEDGWICK: How is it then that 
you can size up me, the purchaser, and decide which 
company will accept me? When you don't know? How 
could you know, Mr. Sugar. You send the contract 
into Stag, isn't that correct? 

MR, SUGAR: That's correct. 

MR. SEDGWICK: They may decide to 
use any one of a half dozen finance companies, isn't 
that right? 

| MR. SUGAR: Yes, sir. 

MR. SEDGWICK: And that decision is 
made by Stag, not by you? 

MR. SUGAR: Well as a rule they only 
deal with one company. 

MR. PERRY: They usually only deal 
with one, but if they deal with two -- 

MR, SEDGWICK: We are going to hear 
from them later. What you tell the Committee is that 
Stag deals only with Baker? 

MR. SUGAR: As far as I know, 

MR, GOLDEN: He's not an officer or 
shareholder of Baker. 

MR, SEDGWICK: Oh, no, Mr. Golden, 


A few minutes ago he said that one of the deciding 
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factors as to which company you would use is which 
finance company it uses. Now how can he make a 
decision if he doesn't know? 

MR, GOLDEN: He would learn the 
policy of the finance company or the finance companies 
which Stag uses from Stag, 

MR. SUGAR: Mr, Sedgwick, a few 
months ago I was working for Modern and I had a 
few calls up around Hershey. Modern told us that 
they would not accept any paper past Cochrane. So 
I had to go to some other company that would accept 
paper from past Cochrane, 

MR. SEDGWICK: Therefore you went 
to Stag? 

| MR. SUGAR: Right. And that's the 
reason why it's two companies. 

MR. SEDGWICK: But when you go to 
Stag it is Stag's business as to which finance company 
they select? 

| MR. SUGAR: That's right, 

MR, SEDGWICK: So you don't know in 
advance which finance company? 

MR, SUGAR: No, 

MR, SEDGWICK: You only know that Moder 
will only take business up to a certain point north 
and from that point further on you put the contract in 
the name of Stag. Is that right? And does Stag 
take from anywhere in Ontario? 

MR, SUGAR: moh have been up to now, 


MR. SEDGWICK: Does the Stag price 
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differ from the Modern price? 

MR, SUGAR: They are pretty much 
the same, 

MR, SEDGWICK: Do they sell the 
same product? 

MR, SUGAR: The same product. 

MR, SEDGWICK: I thought possibly 
their own. Don't you know where their source of 
Supply is? I'm trying to think of who will be the 
guarantor ae this product, 

MR, SUGAR: Most of their aluminum 
comes irom.1 think it's ALSCO, 

MR. SEDGWICK: It comes from ALSCO, 
So that the manufacturer who would guarantee it in 
this case would be ALSCO, is that right? And do 
you give the purchaser ALSCO's guarantee? 

MR, SUGAR: If they request it we 
mail it to them, 

MR, SEDGWICK: Who does? 

MR. SUGAR: The eres. 

MR, SEDGWICK: Stag? 
MR 


. SUGAR: Stag. 


5 


- SEDGWICK: I still don't understand 
it, but I guess I never will. 

MR, LAWRENCE: I don't want to prolong 
this, but you are now associated with Modern Building 
Products Limited? 

MR, SUGAR: Stag. 

MR. LAWRENCE: And Stag Home Develop- 


ments? 
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MR. SUGAR: Stag. I'm working for 
stag. 

MR. LAWRENCE: All right. And you 
have been selling directly as well for Modern Building 
Products? 

| MR. SUGAR: I have in the past. 

MR. LAWRENCE: You have been selling 
for Weathertite? 

MR. SUGAR: Not since last May. 

MR, LAWRENCE: I was trying to go 
back, What other companies in this field have you 
been dealing with? 

MR, SUGAR: Since Weathertite? 

MR, LAWRENCE: Well, how long have 
you been in the business? 

MR. SUGAR: I would say around seven, 
eight years, 

MR, LAWRENCE: Well, let's start with - 

MR. SUGAR: I started out with 
Warner Weathermaster. 

MR, LAWRENCE: Are they still in 
business? 
| . OUGAR: Oh, sure. 

. PERRY: Aluminum windows, 
LAWRENCE: Aluminum windows, 


. SUGAR: Strictly. 


S55 5 5 


. LAWRENCE: And who else? 
MR. SUGAR: From Warner I worked for 


a company called Revac, 





MR, LAWRENCE: Are they still in 
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business? 

MR, SUGAR: As far as I know. 

MR. LAWRENCE: And they sell what, 
aluminum siding, aluminum storm windows and doors? 

MR, SUGAR: Aluminum siding and 
aluminum storm windows, 

MR. LAWRENCE: Do most of these 
companies deal in the whole works as far as aluminum 
products are concerned, aluminum siding, storm 
Windows and doors? 

MR, SUGAR: I would say 95% aluminum 
siding. And then Modern Building Products, 

MR. LAWRENCE: You sold directly 
for Modern Building Products? 

MR, SUGAR: mine onde for Modern, 

MR, LAWRENCE: $So0 Modern Building 
Products does not necessarily exclusively employ 
outside selling agents then? They use their own 
direct employees? You can work -- 

MR, SUGAR: Oh, I can work for them. 

MR. LAWRENCE: At the time of 
Weathertite could you have also worked directly for 
Modern? 

MR. SUGAR: Yes, sir, as a salesman, 

MR. LAWRENCE: What else? 

MR. SUGAR: Modern Building Products 
and Stag Home Development and Weathertite for 15 months. 

MR, LAWRENCE: It's the only one 
that is not still in existence, Weathertite? That 


you have been associated with? 
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MAG) SUGAR athat.'s right. Warner 
Weathermaster is not doing too much but we are the 
only ones out of business, that's right. 

MR, LAWRENCE: Thank you, 

THE CHAIRMAN: You have had a lot 
of experience in this business then? 

MR. SUGAR: cones yes, sir, 

THE CHAIRMAN: Are you a pretty good 
salesman? 

MR. SUGAR: Some weeks, some months, 

THE CHAIRMAN: I thought you might 
be able to sell Mr, Lawrence there, 

Have you got any letters from 
any of your customers that indicate they were 
satisfied? Do you have any with you? 

MR, SUGAR: Yes we have, but I 
haven't any with me, 

THE CHAIRMAN: Approximately how 
many letters would you have from customers who were 
satisfied after the work was done, after they had 
an opportunity of examining it? 

MR. SUGAR: We1l, we have had 
customers in Timmins -- they helped us with 10 to 15 
sales. They went around on their own and called 
us up, so they were very well satisfied, At least 
15 sales that we made through their recommendation, 

THE CHAIRMAN: Gentlemen, are there 
any other questions? Thank you very much for being 
here. 


MR, LAWRENCE: Mr. Chairman, if we are 
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1 going to continue in the construction business field 
2 here, is there any chance at all of getting in 

3 Some of the suppliers, like Modern, for instance? 

4 MR. SEDGWICK: We have Stag Homes 

5 on the agenda, 

6 MR, LAWRENCE: Yes, I see that, 


7 but they are in the -- I assume they are mainly -- 

8 they are not appliers like this Modern, 

9 MR. SEDGWICK: I don't know, I never 
10 heard of Modern before, 

11 THE CHAIRMAN: Did you have something 

12 you wanted to add, Mr. Golden? 

13 MR. GOLDEN: Yes, sir. I think from 

14 the questioning of Mr, Sedgwick and members of the 

15 Committee, it has become apparent what is uppermost 

16 in the Committee's mind. I have had discussions with 


17 my clients about possible suggestions which might be 


18 made and quite frankly we discussed it before coming 
19 in here today, in as objective a way as possible. 

20 Because we wanted to be as helpful as we could, My 
21 clients were quite fearful after I explained some of 


22 the pitfalls and some of the recommendations they might 
23 even make. However -- and I have asked for permission 

24 to do so -- I think I may kind of summarize the kind 

25 of thing they have and at the same time I would suggest 
26 that we are quite aware of the pitfalls, 

27 It's impossible to maintain 

28 any kind of guarantee which is any better than the 


29 company would give you. And it is impossible under 





our present system form a company and stay in business-- 





















actadae. ta Tis. Sr e.uSfio eal sree ad oad 


Rita: VeaeeInal “Ol Wireeam sari , ber +e add ‘to enki | 






Siaet wets syed oN isoiwogee Be 
-Ahrmae ed? co 
: i. 4 rial Sam 4 ‘ ati Aen Sh. ; ba 


ice VARA ete ult wwaat FT a= old CS age Port gag 


( . | 
ea Saree a ot Moi leGe Fon See eds 
= 

Se 


- _ to lod ptebiont "be Ramen 


> » at Doe ee bodia@ete voy 


a - oe hivi f a o4 y ; ie 1 
| Gee e wradom Buy “obwsdas ‘. 2yinutaeenpy sie 


ho BRCMZAGCCS) Tk TAI TOE ie “noe? nt ab sae eae 


a naeiw « S2n9o.>o band eval IT. ~bwtlie = ett lage sae 
n me 28h) hu QGoleeesie el’ieued Jueds avnelyeeee { 
Pi i 4 rT 


Agi oRLh vay <hiter ° io shaven hata Sil 
ie @ ox Dd bet Bor nahh yi od wpa) ih 
oa ot ha PAV She Sali eet 
"33 iste Lota) “o3t vee avnents 
LISDNa Iogear ie eae cam. alia Wig oid 
‘vette evan 2 hig — 2806a0n ,Ouem Hevea 


-_? 
q 
~~ 
° 
~~ 
ei 
o~ 











raitin she). Betae ey i] arbi? Liss 08) ab od. 
i015 Ginga wid te ons ‘BVS9. Yan? anid {a be 
aLretitg add 26 sued ovtupee 
aftteusmns war. 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Golden 3583 





the only possible result that we could encourage 

to keep guarantees in effect would be some kind of 
bond, which would make the cost of doing business 
prohibitive, because you would have to guarantee 

the value of the work and the value of the work,plus 
the cost of installation, is a major factor in the 
price. You would literally have to take your overhead 
and put it up somewhere -- and you are dealing with 
intangibles. I think one of the best forms of 
guarantee that the work is being done satisfactorily 
up to the point where it is completed and is inspected, 
the best any customer can ask is at the point at 

which the finance company comes into the picture, 

Now perhaps some regulations could be worked out 
whereby finance companies could not be -- this might 
discourage them from doing business at all -- the 
finance company could not collect unless they took 
some very stringent precautions at the time, This 
might be an answer provided it is related to the 
sufficiency of the product only. That is about the 
only thing that would take time to deteriorate, Faulty 
workmanship would show up right away. However, if the 
metal is improperly treated and bubbles or rusts or 
something else happens, then that is something under 
the law for which you could sue the manufacturer and 
something that he might be able to guarantee against. 
By and large the people who make extruded aluminum 
siding and the people who sell it (next sentence 
inaudible) -- are not neer-do-well in our society, 


they are not financially incapable of meeting their 
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obligations -- they have always done so in this 
company although they went out of business. However, 
in dealing with a company such as Reynolds Aluminum 
or some other company -=- it may be that some form 
of guarantee could be taken from them. I would 
caution, however, against unreasonably extending 
regulations to the realm of big business, because 
this is just one business (rest inaudible). He goes 
out and sells on a hard sell basis and the farm 
machinery falls apart. Are you going to then licence 
farm machinery people? Are you going to force them 
to put up bonds and full guarantees, which might be, 
in the ordinary context, be considered unreasonable. 
This is a question which I am sure many of you have 
heard. The dangers are great. 

I might make one other point. 
Mr. Sugar and Mr. Perry were asked whether, after 
the time they closed down business, they had any 
complaints. At least they were not aware of any 
complaints after they had gone out of business, 
Complaints came before them while they were in 
business and they were properly dealt with. I think 
they made it very, very clear that they made every 
attempt which they could reasonably be expected to 
make. And it is very easy as an afterthought to say: 
"Well, you should have left an address here or you 
should have given them your personal unlisted number 
or your name or something, in case there was any 
trouble. If there was a specific issue at the time 


perhaps they should have. There were a number of 
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Suggestions made to these gentlemen about contracts -- 
perhaps of other people, they weren't specifically 
named -- and I want to be very clear that there 
is no suggestion before this Committee that these 
gentlemen engaged in any of this kind of conduct 
with the once exception that has been raised here 
today. 

THE CHAIRMAN: Yes. Thank you, 

MR. LAWRENCE: There is one thing 
though that is frustrating all the way through. The 
manufacturer's warranty, which is a phrase which 
flows glibly off your client's tongue here, evidently 
there is something in writing from Modern Building 
Products Limited who presumably are large scale 
manufacturers or fabricators in the deal. I mean 
surely if you people had taken steps to publicize 
this and hand out whatever it is that's written from 
these people, there would be no problems right down 
the line, You are fearful of the warranty from the 
fabricators -- 

MR. GOLDEN: No, I didn't say I am 
fearful of them, I said this is one of the steps you 
could make, to make them forceful. I don't know 
whether they are forceful. 

MR. MACDONALD: It might be made 
obligatory for a salesman to give a warranty on every 
sale, not just when he is requested to. 

MR. LAWRENCE: Especially when they 
utilize the firms applicators or whatever you call them. 


MR. GOLDEN: In that case, yes. 
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MR, LAWRENCE: Perhaps you have 
been patsies for the larger companies -- perhaps 
not you people -- but perhaps other people have been, 
This is a thing that we of the Committee now have 
to deal with. But this doesn't absolve the people 
who are doing the actual selling job of responsibility 
either. 

MR, WHILE: I can't understand 
where you have a warranty why you wouldn't publicize 
Ltee Whyineb? 

MR, GOLDEN: Because the salesman is 
trying to make a sale, even if he uses another piece 
of paper with a dozen conditions. He's got dozens 
of warranties from customers. It's not the way 
business works. 

MR. REILLY: “Lf you’ are giving -a 
man a piece of paper saying that if perchance this 
product proves to be inferior your warranty assures 
you that it will be replaced, and somebody is going 
to meet it, I would Patni this would help me in a 
sale if I were a salesman, 

MR.,LAWRENCE: Especially where you 
are dealing with fabricators who are not only fabri- 
cators but are actually supplying the people who 
install the stuffo Invefiect you peoplerare only 
the sales arm of a larger outfit. 

MR. MACDONALD: If you are not dealing 
with a company which is going to do the application 
you would want to resolve any doubts in your mind 


about who am I dealing with here, what's going to happen 
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1 Give him a warranty so the man knows he's going to 
> have a guaranteed product. I just can't understand 


3 why you fail to do this now. 


4 MR, GOLDEN: Well, I thought I made 
5 it clear that I was recommending some sort of a 
6 guarantee arrangement, I warned you that there were 


7 pitfalls in it and there would have to be some 

8 kind of contract established between the manufacturer 
9 who gave his warranty and the customer. Because I 
10 have visions of the lawsuits that would follow. 

11 The manufacturer doesn't know who he is dealing 

12 with either. They sell to wholesalers who is 

13 turn sell to distributors and retailers who in 

14 turn sell to the customer. But they ask you to 

15] fill out a card and send it back to them which puts 
16 them on, apa puts you on their files. At that 

17 point there is a contract. You have physically 

18 accepted their guarantee. 

19 MR. LAWRENCE: Well we both know 


20 there is a warranty for the fitness and quality of 


76 | goods that does not necessarily depend on having 

22 a contract. 

23 MR, GOLDEN: I would hesitate to 
24 sue on such a warranty. There would be problems. 
25 MR, KERR: I was just thinking, in 


26 the original contract signed by the customer, if 
27 there was some reference to the guarantee of the 
28 product that you installed, possibly naming the 


29 installer, or the particular manufacturer, and then 





say this contract is financed, If something goes wrong 
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with the material and the normal reaction is that 
the customer stops paying his monthly payments. 
Then, of course, the finance company says: "If you 
don't pay,' etc. etc.; and the customer says something 
is the matter and I have a contract that says 
this product is guaranteed for a certain length of 
time, I think there is some ( ) in contract 
there, But I think you can go even farther by 
getting a warranty from the manufacturer coupled 
with your original agreement signed by the customer, 
MR. MACDONALD: Mr. Chairman, I 
would just like to say I appreciate the assurance 
from the gentlemen that they are going to follow 
through on the Traintinger case, and I shall certainly 
write them and tell them they can expect some 
action. 
THE CHAIRMAN: Anything else? 
Thank you very much, 

Gentlemen, do you wish to 
carry on and stay til one o'clock, or -- is Mr. Simon 
here from the Stag Home Development Ltd.? Do you 
wish to tell the Committee anything about the company 
or would you prefer that we just ask you some questions? 

MR, SIMON: I'll answer all your 
questions. 

THE CHAIRMAN: Okay, fine. Well 
then, would you proceed, Mr. Sedgwick? 

MR, SEDGWICK: Well Mr. Simon, you 
were present all morning, I believe, so you know 


the general nature of the questions that have been 
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asked, 
Firstly, as to your company, 
are you the President of it? 

MR. SIMON: No, 

MR. SEDGWICK: What are you? 

MR, SIMON: I'm sales manager and 
also run the operation, 

MR, SEDGWICK: And who is the President 

Mi. SIMON Oi, eGowmiGoulda: 

MR. SEDGWICK: And where are the 
premises of Stag Homes, where are your business 
premises? 

MR. SIMON: 1801 (inaudible) -- 
suite 203. 

MR. SEDGWICK: Well that's an 
office, is it? 

MR. SIMON: Yes, 

MR, SEDGWICK: Do you have any 
fabricating facilities or manufacturing facilities? 

MR. SIMON: Well we store all our 
material at Alcan Products on Ward Avenue, 

MR. SEDGWICK: I see, that's a 
subsidiary aluminum company, is that right? 

MR. SIMON: It is an aluminum company. 
They manufacture it. 

MR. SEDGWICK: Yes. So that you do 
not manufacture? 

MR. SIMON: No. 

MR. SEDGWICK: Do you buy exclusively 


from Alcan? 
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MR. SIMON: Right now, yes. We have 
bought through several other companies. 

MR. SEDGWICK: And then for your 
method of operation, you sell through salesmen? 

MR. SIMON: Through salesmen, right. 

MR. SEDGWICK: How many salesmen 
do you have? 

MR. SIMON: Now eight. 

MR. SEDGWICK: Eight. And is Mr. 
Sugar one of them? 

MR. SIMON: He does give us work, 

MR, SEDGWICK: He brings in contracts 
for you. And he said that at the moment he was 
working exclusively for you. I understood him to 
say that that was primarily because you can finance 
contracts up in the northwestern part of Ontario. 

Is that correct? 

MR. SIMON: Well, we don't finance 
contracts. We turn them over to a financial 
institution. 

MR. SEDGWICK: Which finance 
institution do you use? 

MR. SIMON: We deal with Baker 
Acceptance. We also deal with Popular Finance, These 
are the two general ones, 

MR, SEDGWICK: Those two, eh? Are 
they both in Toronto? 

MR, SIMON: Baker is in Toronto and 
Popular is in Port Credit. 


MR. SEDGWICK: Then some mention has 
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been made of this other firm, Modern. Do you know 
anything about that firm? 

MR. SIMON: Well, Modern was taken 
over by Reynolds Aluminum, It's called Racan now, 


MR. SEDGWICK: Oh, I see. So that 


Racan -- and I see they are on our agenda for 
tomorrow -- they have taken over Modern. Is that 
right? 


MR. SIMON: Yes, 

MR. SEDGWICK: As to your method 
of installation, do you do the work yourselves? 

MR. SIMON: Usually. 

MR. SEDGWICK: You have your own 
employees? 

MR. SIMON: We have our own 
contractors and we also sub-contract. 

MR. SEDGWICK: Then you take the 
responsibility yourselves? 

MR. SIMON: We take the full 
responsibility for any job we do -- for the workman- 
ship. The material itself carries a guarantee from 
Alcan, If the material is inferior ~- we have had 
cases where we have ripped off a complete wall because 
two colours of white come through, The material itself 
is guaranteed by the company, which is Alcan and 
Reynolds and Tiger. The workmanship is guaranteed 
by us. 

MR. SEDGWICK: I see. And do you give 
the homeowner, the purchaser, a guarantee in writing? 


MR, SIMON: We don't. Alcan does, If 
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there's a guarantee question it is turned over to Alcan. 
MR. SEDGWICK: And their guarantee 
will, of course, be restricted to the materials? 

MR. SIMON : The materials. 

MR, SEDGWICK: Yes, You don't volunteer 
a guarantee, 

MR. SIMON: Well, pretty well on the 
job a man gives a guarantee, 

MR, SEDGWICK: Yes. And then as to 
your financing, you heard what Mr. Sugar said. Do 

you finance in the same way? 

MR. SIMON: Well, he said quite a 

few things. 

MR. SEDGWICK: Well, he didn't really, 
and I didn't make much sense out of some of them, But -- 
MR. SIMON: Well, I'm trying to clear 
up what Mr, Sugar said. 

MR. SEDGWICK: Well, I always like 

to take a sort of concrete hypothetical case. Mr. Sugar 
said about $1,500.00 would be a fair average of a 
contract. 

MR. SIMON: Well, you can't take one 
figure. Last year the average contract ran us $1542.00, 
or an average of 124 square. 

MR. SEDGWICK: All right. 1500 isn't 
too far off, And then when you get the contract, let's 
say it's for $1,500.00. That would cover the cost 

of the material and the cost of the applicator who does 
the jobs “Is that right? 


MR, SIMON: Yes. The cost of the 
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commissions paid out. 

MR. SEDGWICK: Yes. And then if it 
is, as most of them are, a time sale, you would then 
add to that the financing cost. Is that right? 

MR, SIMON: The financing cost would 
be added on top of the contract price. 

MR. SEDGWICK: On top of the contract 
price. And then you would get a note, is that correct? 
You would get a note? 

MR. SIMON: Well this is the only the 
security the finance company has, is the note. 

MR, SEDGWICK: Because the conditional 
sales contract is unimportant, 

MR. SIMON: The conditional sales 
contract only represents one thing -- the work that 
is being done on the home, the contract price. 

MR. SEDGWICK: Yes. And do you take 
a conditional sales contract? 

MR. SIMON: We also take a credit 
application -- 

MR. SEDGWICK: Yes, but if you take 
a conditional sales contract you have a theoretical 
rigne to take=the siding ‘off Af they don’t pay for it. 
Es=tnat right? 

MR, SIMON: You can't take the siding 
opaey 

MR. SEDGWICK: I would think not. But 
the essence of a conditional sales contract is that 
title to the siding remains with you, the seller, until 


the amount is paid. Isn't that correct? 


nome? 
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MR. SIMON: I don't understand what 
you mean? 

MR, SEDGWICK: Well -- a conditional 
Sales contract ordinarily permits the seller to 
repossess the article, 

MR, SIMON: On a recourse basis. When 
you put a nail in the wall you can't take the nail 
out. 

MR, SEDGWICK: I know you can't and 
that's why -- 

MR, SIMON: We are involved with two 
different things here, You are talking about repossessio 
and labour is work you do on someone's home, Repossessio 
of a TV or Hi-Fi -- you can repossess it. 

MR. SEDGWICK: I know. So you can't 
repossess. So that there is no sense in a conditional 
sales contract. 

MR. SIMON: There is no sense to it? 

MR. SEDGWICK: No. 

MR. SIMON: How would you know the 
work would be done? 

MR. SEDGWICK: I don't seem to be able 
to make myself clear. But you understand that a 
conditional sales contract applies to a TV set, a car 
or a refrigerator, something that the seller can 
repossess. 

MR. SIMON: No, that's not true, You 
must have a contract to stipulate the work that is 
being done, the goods that are being supplied, the 


amount of money that is being paid. It's all in the 
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contract between two people. 

MR. SEDGWICK: ‘That's: right, but: that 
isn't a conditional sales contract. That is a contract. 

MR. SIMON: Maybe I understand the 
words wrong. 

MR, SEDGWICK: Well, I can't -- 

MR, SIMON: It's a contract. Is there 
a difference between a conditional sales contract and 
a contract? 

MR. SEDGWICK: Oh yes, a very great 
difference. A conditional sale is a sale that is 
subject to conditions that the article is to be paid 
for and if the article is not paid for that the seller 
can repossess it. 

MR. SIMON: Then it must be just a 
contract, 

MR. SEDGWICK: Yes, it's just a plain 
old. contract. Do you have one of your contracts 
with you? 

MB.0 SIMON: «'No,el don 'taa} Ipealtied 
Mr. Harcourt before I came and I asked him to list 
anything he wanted me to bring. 

THE CHAIRMAN: Well, you can make one 
available to Mr. Harcourt later. 

MR. SEDGWICK: Then when you get your 
contract signed -- and I am looking at the Weathertite 
contract and I assume that your contract is similar -- 
then you put in according to this the total cash selling 
price, the downpayment, the balance due if paying cash 


and the balance due if financed. Is that correct? 
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MR. SIMON: The contract price is put 
in. Not in all cases, but in I'd say about one third 
of the cases the finance charges are put in. The 
payments are put in in all cases, 

MR. SEDGWICK: Yes, And then you pay 
a commission to the salesman, do you? 

MR, SIMON: Then we break the deal 
down to his costs and pay him the difference between 
what the contract calls for and what we charge him, 

MR, SEDGWICK: How much would it be 
on the average contract? 

MR. SIMON: On the average contract 
it is roughly around,in the area of about $500.00. 

Now this split up among two men, and their expenses 
are taken out cf this. 

MR. SEDGWICK: Why two men? 

MR, SIMON: Well, in this business 
here, canvassing and closing, which gives us a canvasser 
and a salesman. The canvasser knocks on the doors, gets 
the leads and the salesman closes the deal for him. 

MR. SEDGWICK: Which is Mr. Sugar? 

MR, SIMON: A closer. He's called a 
a salesman, 

MR. SEDGWICK: He's a closer, And just 
so the Committee will understand it, why couldn't he 
knock at the door? 

MR. SIMON: Well, he probably has. 

He can knock on doors. 
MR. SEDGWICK: He looks big enough. 


(Laughter). We didn't get this from Mr, Sugar, You mean 
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that a salesman on a closure would only go to the place 
where the initial representations had been made and 
interest had been expressed. Is that correct? 

MR. SIMON: In about 75% of the deals 
we get in, About 25% are referrals or from mail that 
we mail out to different areas. 

MR, REILLY: I'm sorry -- I didn't 
get what the 75% were, 

MR. SIMON: Where we canvas jobs, 
where jobs are canvassed by one of our salesmen, The 
other 25% of our jobs are either referrals that 
are sent in or from mail that we have sent out. 

MR. SEDGWICK: Well, let's take the 
canvasser, He goes in and interests the prospective 
purchaser, does he? 

MR, SIMON: Yes. 

MR, SEDGWICK: And what part of the 
commission does he get? 

MR. SIMON: It depends on the deal or 
the arrangements they have. 


MR, SEDGWICK: Oh, so they work as a 


team, do they? 


MR. SIMON: The work 4&8 a team. 

MR, SEDGWICK: And the commission, you 
say, on a $1,500.00 job would be about $500.00. They 
would then get $250.00 a piece? 

MR. SIMON: From which, of course, they 
would have to pay their expenses. 

MR, SEDGWICK: Yes. And do they go 


out together as a team? 
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MR. SIMON: Yes. 

MR, SEDGWICK: Well, I still don't 
follow it. If they go together why is it necessary 
to have one knocking at doors and the other closing. 
Why couldn't one man knock at the door and close also? 

MR. SIMON: Well, one man is a salesman 
and one man is a better talker. 

MR, SEDGWICK: I still don't follow it. 
I would have thought the salesman would be the talker. 
What is the object of having two men? Is it to 
pressure the purchaser? 

MR. SIMON: Well, there are quite a 
few things involved here, For one thing it is pretty 
lonely on the road by yourself. 

MR. SEDGWICK: Why doesn't he take 
his wife? (Laughter). 

MR, REILLY: Mr. Sedgwick, 1 was 
wondering if it is possible that one man might have 
to have knowledge and ability <-- 

MR, SEDGWICK: Well, I was thinking 
of that, but nobody has said so, 

MR, SIMON: Well, to measure a home, 
to find out the amount of material you need for a job, 
one man can't measure alone, He would have to have 
the customer help him. 

MR. SEDGWICK: You say it takes two 
men to measure a building. Is that right? 

MR, SIMON: It would take two men to 
measure the building, yes. 


MR. SEDGWICK: I still don't understand. 
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MR. SIMON: Why two men go out together 
is something you just laughed at. Did you ever take 
something like a 2,000 mile trip by yourself? 

MR. SEDGWICK: Yes, I have. 

MR. SIMON: Well, we do it every week 
and it gets kind of boring, kind of hard. Also driving 
-- two men helping drive. One man has to canvas, 
one man has to close. Whether Mr, Sugar canvasses or 
closes, he is still a salesman. 

MR. SEDGWICK: But if they are there 
together I would have thought they would both canvas 
and both close. 

MR. SIMON: Well, maybe one man 
doesn't know enough. In this case here -- Mr, Perry 
and Mr. Sugar -- they worked together and they both 
did canvas and they both did close. 

MR. SEDGWICK: Together. 

MR. SIMON: Yes. 

MR. SEDGWICK: Did they both work 
for your company? 

MR. SIMON: At one time, yes. 

MR. SEDGWICK: And they would go out 
as a team, is that right? 

MR, SIMON: Yes, before they had 
Weathertite, but not after. 

MR. SEDGWICK: Well then, did you have 
many complaints from customers that the job hasn't been - 

MR. SIMON: We had a few. 


MR. SEDGWICK: What did you do? 





MR. SIMON: We have a service crew that 
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we send out. We didn't have many -- one and a half 
complaints a week on service, We also hold a 10% 
holdback on our applications in the event of any 
service calls. And we find that after two months 

or three months if the man is satisfied with the job 
he will be satisfied. We also have our own service 
truck, our own service applicator, that goes on these 
Service calls. In some cases it does take a little 
longer to service calls, but we get them done, 

MR. SEDGWICK: But meantime the 
houseowner is liable to the finance company for the 
full amount of the contract. 

MR. SIMON: You are putting it down 
pretty harsh. 

MR. SEDGWICK: Well, I don't know, 
just answer the question. 

MR, SIMON: The finance company is not 
going to lay the money out unless the person is 100% 
satisfied, unless they feel that the customer is 100% 
satisfied. 

MR. SEDGWICK: How can they know? 

MR. SIMON: Well, when we get a 
contract in we put it into our finance institution and 
they check the people out as far as credit is concerned. 
They see whether these people can afford this type of 
obligation. Now after they feel that these people can 
afford this obligation -- every finance company works 
differently. Let's take Baker Acceptance, While they 


are checking the contract out they will call the customer, 





Now this is before any work has been done. They will 
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call the customer, It may take a period of two days 
before we get the approval from the finance institution. 
MR. LAWRENCE: You actually know 
that they contact them? 
MR, SIMON: Contact them? Oh, 
definitely. 
- KERR: How, by telephone? 
- SIMON: By telephone, 
LAWRENCE: Long distance calls? 


- SIMON: All long distance calls, 


5355 5 5 


. LAWRENCE: When did they start 
this? 

MR, SIMON: I don't know when they 
started -- since we've been financing with them, 

MR, LAWRENCE: When was that? When 
did you start with them? 

MR. SIMON: We have been dealing with 
Baker now about six months. 

MR. LAWRENCE: About a year? 

MR. SIMON: About six months. 

MR. LAWRENCE: Oh, about six months, 
I apologize for interrupting, Mr. Sedgwick. 

MR, SEDGWICK: Do the Baker Finance 
people call the customer collect or at their own 
expense? 

MR, SIMON: At their own expense. 

MR. SEDGWICK: At their own expense. And 
they call before they accept thecredit risk, is that 
right? 


MR. SIMON: Before they accept the credit 
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risk, yes. 

MR. SEDGWICK: Yes. So they are not 
calling to see if the job is well done? 

MR. SIMON: Oh, no. Let me finish. 
Now we get their approval on the deal and we call them 
to find out exactly what the work, what it is, how they 
want it done. For instance a lot of times while the 
salesman is in the home he will forget to mark something 
on the contract. After we go over the contract with 
the customer he will tell us something the salesman 
promised him that isn't on the contract. 

MR. KERR: This would have to be night 
work mainly? Night phone calls? 

MR. SIMON: Who knows? I don't know. 
We do a heck of a lot of work up north, Sudbury, Sault 
Ste, Marie, and it's all ship work, so it doesn't 
necessarily have to be done at night. 

Before we would ship any 
material at all we would contact the customer and go 
over the contract with them, to what was promised and 
to what is on the contract. You don't necessarily go 
by what's on the contract, you go by what was promised 
the customer. If there has been any promise made to 
the customer and it's not done, we cannot get paid by 
the finance company. And there is no job I would put 
up if I don't feel I'm going to get my money back from, 

MR. SEDGWICK: When does the finance 
company pay you? In point of time? 
MR. SIMON: When the job is completed 


to the customer's satisfaction. It has to be checked out 
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with the customer, 

MR, SEDGWICK: By the finance company? 

MR, SIMON: Right, by the finance 
company. 

MR. SEDGWICK: How do they do that 
checking? By phone, again at their own expense? 

MR. SIMON: Again at their own expense, 
by phone, 

MR, SEDGWICK: I see. 

MR. SIMON: In a case where a customer 
hasn't a phone, I won't get paid until they have 
either sent a man out to see the job or they get the 
man by telegram or by mail. 


MR, SEDGWICK: I see, They wouldn't 


be likely to send a man to see a job -- 


MR. SIMON: They talk to him and the 
customer before they pay us. 

MR. SEDGWICK: Do they? I see, Then 
this may not apply to you, but the Weathertite contract, 


which I have, has a clause which says the order is 


not subject to cancellation and if the customer does 


cancel it he must pay the contract of 50% of the contract 
price as liquidated damages. Do you have anything -- 

MR. SIMON: We have a clause too, but 
we never stick to it. If aman feels he wants to 
cancel -- we have had this before -- if he feels he 
wants to cancel it's better to let him out. 

MR. SEDGWICK: Why do you put the 
clause in? In a $1,500.00 contract --- 


MR. SIMON: Because we don't want any 
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cancellations. Mr. Sugar said it takes him two or 
three days to start a job. Well, we have had cases 
where we couldn't start a job for a month, three weeks. 
Because there are certain applicators who do certain 
types of work, and you have to wait until those 
applicators have finished a job and are ready to go 

to work again, 

MR. SEDGWICK: But does your contract 
read that if the buyer should change his mind the next 
day he would still be liable to you for half of the 
contract price? Is that correct? 

MR. SIMON: Ours reads 25%. Yes, 
this is in our contract but we never hold anyone to it. 
We have never held anyone to it. Why it's on the 
contract is because we don't want any cancellations, we 
don't want people to call up and cancel. 

MR. KERR: Particularly after 
installation. 

MR. SIMON: Once an installation 
starts we won't allow him to cancel. 

THE CHAIRMAN: Mr. Whicher, do you 
have any questions? Mr, Lawrence? 

MR. LAWRENCE: I am still confused 
regarding the guarantee or warranty. Now you say there 
is a manufacturer's warranty? 

MR. SIMON: There is a manufacturer's 
warranty, yes. 

MR, LAWRENCE: With which you have 
nothing, really, to do. This is if there is something 


wrong with the actual thing itself? 


a 28 =nscemaeer “MNN 
70 ows mtd aovss 2t Piha tages, yt motoacasanse 
Beads hel evel’ sw .ff]ew dol s state oF aya soni | 

Jelaow Sond) gafeom a ao? cet = dcete o' nbIvoe ev ateda Te 
aieides ob adw atedsotlqas nietsed ots Sted? Seagesee 

epord Iidnu oft4 of oved voy bxs .atew Zo gsdv7 
jin 2? vbsst eis Sas do’ © berlalatt svad-etoteeliqgs 
,ftass Atow of 
BId(1e0. THOY Bsob vot HOTWiMES AM | 

ton eid boi @fi-eactric bineonsn teund eff TL daddy bass 
ty I> tied sel vey co? sidatl #¢ [fide Biome wap 
tseeyien Sanit sl. Faning seatened 

Sehbrot acoo s40NLS tM 
~oysn ow ctod foertros ae tt. eb ein 
clase blet ioyed evea aw 
SW ,fnoiv2i l[oonan van vcew o'nob ew esngord 82. Josugnes 
eonpo han qu filao of efaesq gagw 2) aab 

(THRA AM 
mo ttaliievant 

noivseiictert-te saon0 HEOMia . AM 
ors OF mi. wal le 2! AoW a eStteade 

<TEHOLIW tl GRAMSEAN. ka 
Teorguvead .oM TencSdesire yrellevad 


beawtics [i1lfa mecl saOusAeAt . AK 7 


DP4ad yon poy wot vyanmirEN We. sethaera wet snehaaaes. jes 


ae 
wtwiosatiunean 2 at otedT riOMl2 JAM 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Simon 3605 





MR, SIMON: If there is something 
wrong with the installation itself, we will repair it. 

MR, LAWRENCE: Do you give this in 
writing? 

MR. SIMON: Well, a lot of salesmen 
mark this right on the contract, it's not in print 
on the contract, no. But it's marked in the contract 
that all workmanship and materials are fully guaranteed. 

Now, when the job is completed 
we call Alcan and tell them to send out a guarantee -- 
al5 year guarantee -- for the materials. 

MR, LAWRENCE: Right. And have you had 
occasions to refer customers to the manufacturer because 
of this. Ia this frequent? 

MR. SIMON: In many cases we have had 
the individual customer call Alcan and talk to either 
Mr, Blanning or Mr, Sol Singer. Mr, Blanning is manager 

of the siding division of Alcan Limited here in Toronto, 
There have been quite a few calls to Alcan to make sure 
that people are getting the proper material. Alcan is 
well advertised, they have heard of Alcan, it carries 
good guarantees, and the material itself is good material, 
providing there are no flaws in the material that comes 
to us -- that is a thing that happens -- 

MR. LAWRENCE: Oh, yes. Have your 
customers in the main, as far as you are aware, have 
they had satisfaction from the manufacturer when they 
have relied on its warranty? 

MR, SIMON: Yes, they have. As far as 


I know they have, 
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MR. LAWRENCE: How about your own 
installation warranty or guarantee? As I understand 
it there is nothing printed, but it is written on 
by the closer only if the customer -- if it happens 
to occur to the customer and he has the closer write 
it on. Is that correct? This is regarding the 
installation, 

MR. SIMON: That's true, but -- 

MR, LAWRENCE: I thought you told me 
there is no written, no printed, guarantee or warranty 
in regard to installation? 

MR. SIMON: We sell material to 
contractors who are building homes, The price that 
we sell material to them for, it's the same material, 
it meets the same specifications, but we won't put a 
guarantee on it if we are selling material to a 
contractor, We don't have to guarantee the material 
to them. They know what they are getting. We won't 
guarantee workmanship or materials. 

MR. LAWRENCE: I'm not talking about 
the materials. I'm talking about the installation, not 
the materials, I mean, for instance, if you do a job -- 
the material is fine but the installation is a lousy 
job, what can I do about it? Is there any written or 
printed contract regarding good workmanship, as far 
as you are concerned, and as far as I am concerned? 

MR. SIMON: Only if it is written into 
the contract, 


MR, LAWRENCE: If the prospective 
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ANGUS, STONEHOUSE & CO. LTD. 
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authority to write it in? 

MR, SIMON: That's right, 

MR, LAWRENCE: It's not on the printed 
form? 

MR, SIMON: It's not on the printed 
Form; no; 

MR, LAWRENCE: No. Now, I gather there 
have been some complaints or many complaints to you 
regarding installation, Right? One and a half 
complaints per week? 

MR, SIMON: Yes, One to one and a half 
complaints per week, 

MR. LAWRENCE: What sort of volume are 
we talking about? 

MR. SIMON: We are talking on the 
average of about 600 contracts a year, 

MR, LAWRENCE: 600 a year? This would 
be -- my arithmetic is kind of slow here -- this would 
be what? Eleven or twelve a week? 

MR. SIMON: That is right. 

MR, LAWRENCE: And a have one and a 
half out of 11 or 12 a week in which there are complaints 
regarding installation? 

MR, SIMON: No. Regarding materials 
or installation, 

MR, LAWRENCE: I see, And of the 
complaints that you receive, which can be either for 
installation or material, what is the breakdown in regard 
to which is which? 


MR. SIMON: This is a hard question to 
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1 answer, I would say there would be roughly two out 

») of three or four out of five are service calls. I 

3} would say 90% of our complaints are service calls running 
4 in the area of $5.00. An applicator might have 

5| finished off after six, It was dark and he forgot to 

6| top a front door or a window. 

7 MR, LAWRENCE: Yes, But, Mr, Simon, I 
8 am not taking about those, You and I are both aware 

9| that there have been very serious allegations on many 
10| cases made against Stag Home Development Ltd, 

11| Allegations which amount to -- 

12 MR. SIMON: No, that's not true, 

13 MR, LAWRENCE: It's not true, You 

14 have not had those allegations made? 

15 MR, SIMON: You are talking about 

16| fraud in itself, are you? 

17 MR, LAWRENCE: I am talking about very 
18| serious allegations concerning -- 

19 MR SIMON: Fraudulent selling? 

20 MR. LAWRENCE: Wrong representations 
21] made by the seller, the canvasser or the closer, Now I 
22 am asking, I'm not making any statements. I am asking 
23|| you if these allegations have been made involving 

24 blank contracts filled in afterwards without the 


25|| prospective customer's knowledge? 


26 MR. SIMON: That's not true, 

27 MR, LAWRENCE: It's not true? 

28 MR, SIMON: No, sir. 

29 MR. LAWRENCE: These allegations have 





not been made to you? 
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MR. SIMON: No, sir. It can't be, 

We wouldn't write a contract that had any more than 
what was in the customer's home, 

MR, LAWRENCE: I see, 

MR. SIMON: mless it got by somebody, 
It might have, 

MR. LAWRENCE: I want to be fair to 
you, You have no knowledge of complaints in that 
regard that have been made to you -- 

MR. SIMON: That something has been 
written in after? After the contract has been assigned 
to us? 

MR, LAWRENCE: A blank contract. 

MR. SIMON: A blank contract had been 
Signed? We had a case where a blank contract had 
been signed, but it was a drop in price, it was a 
second contract drawn up. 

MR. LAWRENCE: Is that the only one 
that you can think of? 

MR. SIMON: That I can remember, yes. 
MR. LAWRENCE: And how long have 

you been operating? 


MR. SIMON: Sometimes a contract does 


cr 


get by us. We try and phone contact every deal tha 
we have, but in a period of a week you can, the odd time, 
miss one, But not to our knowledge, 

MR. LAWRENCE: Have there been threats 
of court action against Stag Home Development? 
MR. SIMON: We have only had one, 


MR, LAWRENCE: One? How long have you 
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been in operation? 

MR, SIMON: ‘Two years. 

MR, LAWRENCE: Two years, And have 
there been any other serious complaints or serious 
offences made against Stag? 

MR. SIMON: Oh yes, there have been 
serious complaints, service calls. It depends on the 
way the contract is sold. But why is it the complaint 
comes after the job is done and not when we check the 
job out? 

| MR. LAWRENCE: Well this is what I 
PMUuCLVvInNeeLoel Induouw, 

MR. SIMON: Why is it this complaint 
comes, it isn't found out before the job is done, We 
make three phone calls before the job is done and 
one phone call before we pay our applicators. Why 
is it that people state on completion that they are 
100% satisfied with all the workmanship that is on 
the contract? 

MR, LAWRENCE: This is what I am 
trying to find out, because even -- 

MR, SIMON: We have one right now that 
T have spent over $1,000.00 on service. I can't 
satisfy them. I just can't satisfy them, there is no 
way I can satisfy them, But I have involved in this 
contract over $2,000.00, All I am trying to do is just 
salvage some of the money, I still can't finish it, 
regardless of what I do, 

MR. LAWRENCE: May I wonder out loud 


with you then? Is it possible for one of your closers 
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to have a completion slip signed by the customer at 
the same time -- 

MR. SIMON: Our completion slip is 
our work order, The bottom of the work order states 
all the work that is to be done under the contract, 

MR, LAWRENCE: You have never had a 
Signed completion slip come to your knowledge at the 
Same time as -- 

MR. SIMON: Never, Never at any 
time has there ever been a completion slip signed 
in the house before the -- what you are talking about -- 
you are going back now, four or five years, when 
Premier, Premier Acceptance Corporation wanted a 
completion slip on every contract and a lot of men 
would bring them in before, 

MR. LAWRENCE: But with Stag you have 
never had one? Never had a completion slip brought 
in by the Pei ern 

MR. SIMON: Every completion slip is 
signed, there are two completion slips signed. A 
duplicate for the office and a duplicate for the -- 
one is for the office, the original, and one for the 
finance company. And unless this is signed you will 
not be paid on your contract. Unless this contract 
checks out 100% with the acceptance corporation, after 
the work has been completed, you still can't be paid 
on the contract. When they give their money to you they 
want to get their money back, And the only way they 
are going to get their money back is if the job is done 


properly and the job is sold properly. 
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1 MR, LAWRENCE: Well how do you explain 
2] the one and a half per week service calls? 

3 MR. SIMON: I just finished explaining 
4 that. It may be dark when the man finishes a job. 

S| He might have forgot to top a window, He might have 

6| forgot to top a door, Mostly, -- I'd say 90% if not 

7| more -- of our service calls are that the door wasn't 

8|| topped, or two doors weren't topped. Or an applicator 
9| would walk off a job and send another applicator to 

10| finish the job. Every applicator works differently. 

11 MR, LAWRENCE: Do these complaints 

12] come to you directly from the customer or from the 

13] finance company? 

14 | MR. SIMON: When the finance company 
15] phone checks they find it out, or when we phone check, 
16 Most of them are found before we even pay our 

17| applicators. Now take this instance -- I have an 

18] applicator come in. He has just finished a job. Say 
19| his work bill is -- say $200.00, Would you expect me 
20|| to pay him unless that work was done to the customer's 
21] satisfaction? Would you pay me if I applicated material 
22) for you? 

23 | MR, LAWRENCE: No, I wouldn't, 

24 MR. SIMON: I wouldn't either, I 

25|| wouldn't pay any applicator either, 

26 MR. LAWRENCE: So much hinges on the 
27|| customer's satisfaction, I am just wondering if I 

28| would trust, a clerk for instance in my own office, 


29|| making a phone call. Shouldn't there be something 





a Little more specific? 
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MR. SIMON: Wait a minute now. Maybe 
I'm not explaining this properly. I am the one that 
does all the phone checking, 

MR. LAWRENCE: You do it yourself? 

MR. SIMON: I do it myself, yes. Or 
| ybaes, Te roh hi Rat 

MR, LAWRENCE: I see, 

MR. SIMON: When we lay out $1,500.00 
or $1,000.00 on a job I want to get my money back, And 
the only way I get my money back is if these people 
are satisfied, 100% satisfied. Not five cents before, 

MR, LAWRENCE: Right. 

MR, SIMON: And the only way you can 
do this is by phone checking. You may make as much 
as six, seven calls. It doesn't ordinarily run past 
three or four, but we have made six or seven phone 
calls, to make sure the work is done properly, to make 
sure the contract corresponds with his contract, to 
make sure everything is being done to his satisfaction, 
everything has been done to his satisfaction, Otherwise 
we can't get paid. It's a circle, 

MR. LAWRENCE: And on top of your 
phone calls then, as well the acceptance company makes 
check calls? 

| MR. SIMON: In the case of Baker -- 
only in the case of Baker do they make two phone calls, 
In the case of Popular, they make one phone call, and 
that is when the job is completed, They don't call the 
customer until then. 


MR, LAWRENCE: When is the completion 
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Slip signed and when do you receive it? 

MR, SIMON: I receive it when the 
applicator finishes a job and is in the office the 
next morning, 

MR, LAWRENCE: I see, It's the 
applicator who gets that signed? 

MR. SIMON: Right, 

MR, LAWRENCE: I see, It doesn't go 
out from you at a later date? 

MR. SIMON: After the work has been 
completed -- you see when we phone check the job I 
tell the people, the customer, that when the job 
is completed the applicator will give you a completion 
slip to sign in duplicate. Do not sign it unless you 
are 100% satisfied with the work, 

MR, LAWRENCE: Is it written on the 
torm too? 

| MR. SIMON: Certainly. 

MR, LAWRENCE: Could we have a copy 
of that? 

MRE SLINON:) Dillssend cnegroghr, 
Harcourt, a copy of our contract as well as our note 
and credit application, 

MR, LAWRENCE: Now getting back to 
this one and a half average per week. By far I would 
assume the majority of those are merely like topping 
around the doors and minor jobs? 

MR. SIMON: Right. Then again there is 
the odd job that comes through -- well there is one 


job I am thinking of in particular here -- it was a big 
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home, over 20 square, The average job is roughly about 
le square, This job was a 20 square job and when 

we finished there were four or five different colours, 
You can never get two whites identical. It's been 
proven, it's something you can't do anything about, 

You can never get two whites identical. Apparently we 
had two shipments and there were two different 

colours of white, Alcan ripped the complete job off, 
the complete house off, and rebuilt the complete thing. 
There was a $1,500.00 loss in materials;and Alcan 

will do this. They stand behind their name and their 
product. As far as material thickness is concerned, 
every bar is standard. There are three or four different 
thicknesses in material -- there is an 016, there is an 
019, there is an 025, We use 025. It's the only 
siding that Alcan handles, as far as we are concerned, 

MR. LAWRENCE: There are differences 
in gauge? 

MR. SIMON: There are differences 
in gauge, but every box has the thickness of the 
material on it. It doesn't say 025. It says between 
O24 and 026, because they can't get it exact. 

MR, LAWRENCE: Do all your canvassers 
and closers have the same knowledge of the industry 
and the jobs as Mr, Sugar? He didn't seem to know 
there is more than one gauge. 

MR, SIMON: He doesn't really know 
the inside work that goes on in the company because 
he never ran a company himself, He's a salesman on the 


road out to sell siding. 
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MR, LAWRENCE: Now does Alcan have 
the same deal as Modern has -- 

MR, SIMON: I don't have any dealings 
with Modern, 

MR. LAWRENCE: -- whereby the sales 
outfit is financed in the interval before the approval 
comes through? 

| MR. SIMON: The financing of the 
contract has absolutely nothing to do with Alcan, 

MR, LAWRENCE: I am aware of that, but 
whose money do you use in the interval? 

MR. SIMON: Our money. 

MR. LAWRENCE: Your money alone, not 
Alcan's? 

MR. SIMON: The money we use for 
every installation, for our commission, for purchasing 
materials and so forth is Stag money. 

MR, LAWRENCE: You heard of the deal 
Mr, Sugar and Mr, Perry had with Modern whereby they 
were financed during that interval by Modern, Do you 
have that sort of arrangement with any supplier? 

MR, SIMON: No. 

MR, LAWRENCE: And you use only Alcan? 

MR. SIMON: Right now all we use is 
Alcan, We have used Reynolds, I don't like Reynolds! 
material, We have used Kaiser, which is known now, or 
what was known as Alsco, Why we use Alcan is the price 
4s in line with the.competition, the material is good, 
We don't have any trouble with it. And their service 


is good, If I want material on Saturday afternoon, I 
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get the material, 

MR. LAWRENCE: Now your installers 
or applicators or whatever you call them, they are 
not supplied to you? 

MR. SIMON: No, 

MR. LAWRENCE: Are they all employees 
of yours or are they sub-contractors? 

MR, SIMON: They are mostly contractors, 
sub-contractors. 

MR. LAWRENCE: Sub-contractors. 

MR, SIMON: We pay so much per square, 
Now there is something I will clear up with you now, 
We had an applicator who came in and told us he had 
worked for Modern and he had worked for Alsco, And 
I thought I'd call. So I called Alsco and they said 
| the man was pretty fair, a pretty good applicator, 
so I took him on and we sent him up to do a couple of 
jobs just outside of Toronto here, And when we fired 
him the service calls cost us over $800.00 to fix his 
work, 

MR, LAWRENCE: This is an extreme 
example of -- 

MR. SIMON: This is an extreme example, 

MR, LAWRENCE: As far as you are 
concerned, On the whole have you been satisfied with 
your sub-contractors? 

MR. SIMON: I would say we are satisfied 
with most of the applicators we have, yes. 

MR, LAWRENCE: And do you have a 


contract regarding good workmanship with them? 
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MR. SIMON: With the contractors? 

MR. LAWRENCE: Yes? 

MR, SIMON: No, We have a 10% 
holdback, This is a lot stronger than a contract. We 
have a 10% holdback on the applicator's pay, which means 
if he has a service call, if he wants the 10% he is 
going to have to go up and do the service call. It's 
not a 10% holdback with one contractor, It's a 10% 
holdback on all his work for two months, It can 
amount to maybe four or five hundred dollars. And 
that is held back and if he doesn't do a service call 
then I have another applicator go out and it is paid 
for out of the 10% holdback, 

MR, LAWRENCE: I see, So with that 
10% holdback you have that lever over their heads to 
make sure the job is done right. 

MR, SIMON: It's a lot stronger than 
a contract. 

MR, LAWRENCE: Now are these sub- 
contractors large ones or small ones or -- 

MR, SIMON: They are individual -- well 
T'11 tell you -- about I'd say 60 or 70% of them are 
carpenters. 

MR, LAWRENCE: And they are working 
as individuals, are they? 

MR, SIMON: Yes, 

MR, LAWRENCE: And it's up to them 
to get their helpers to do the job? 

MR, SIMON: That's right. They pay 


their own helpers. We pay one rate and he takes care of 
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his own workmen, 

MR, LAWRENCE: Where did you get 
your carpenters from in the beginning, from previous 
experience? 

MR. SIMON: Oh, yes. I have had one 
man working -- he's one of the best applicators in the 
business -- he can build a house, He does a lot of 
work for us, he also does a lot of service calls. 

MR, LAWRENCE: I presume there will 
be more questions here, so I'll -- but you still haven't 
given me the breakdown between the serious and minor 
calls, service calls. I'm assuming minor calls -- 

MR. SIMON: A corner is falling off 
or a window has to be caulked or -- 

MR, LAWRENCE: Something it wouldn't 
take a workman over an hour to correct, 

MR, SIMON: This is roughly, I would 
say, 95% of our service calls. The other 5%, or 
maybe 1% -- one wall is completely crooked and has 
to be fixed, The reason for it was the wall should have 
been strapped before the siding went on, And the 
applicator didn't strap it, And when we call they 
tell us the situation and the applicator wouldn't go 
back up there. So we didn't pay him and we sent one 
of our own service men up there, one of our own men 
up to fix the wall. We had to completely rip off the 
wall. 


MR. LAWRENCE: This was in northern 


Ontario? 


MR. SIMON: This was in southern Ontario. 
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I'll give you another example, 
A service call just outside of Toronto here, I forget 
the name of the town, One wall was lower than the 
other, And with siding, when you applicate this 
material everything fits perfectly, providing the 
Siding is on the wall properly. The siding doesn't 
go on properly the corners won't fit, nothing will 
£iG% It's made this way in the event of moisture 
getting behind the siding. 

Well, the back of the house 
was lower, They started the back of the house lower 
than they did the sides of the house, They went to 
put the corners on and one piece of siding was up here 
and one was here, The corners fit perfectly on both 
sides, the siding comes together at the corner, They 

couldn't put any corner caps on because the siding 
was wrong. so they put a strip of aluminum on the 
back, and the people were satisfied with the job, they 
were satisfied for two weeks after completion until 
someone came up and told them about it. So we had to 
-rip three complete walls off. 

Also, understand, we have service 
calls that we cannot fix, regardless of what you do. 
We had a service call just outside of Toronto here, a 
stone job. That's precast stone we use, The product 
is good, If you walk this building here you can find 
a million hairline cracks in the stone, These are 
things that happen with stone, These people have 
hairline cracks in the stone and she wants the complete 


thing taken off the wall and we won't do it. I'll repair 
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a full stone house, but I will not rip all the stone 
es the wall, not for anybody, Now this woman asked 
me to come down and see the job. I went down on a 
saturday -- she told me that was the only day she would 
be home, I went down one Saturday to see the job and 
the woman wasn't home, She wants me to repair a job 
and she won't even stay there, There are a lot of 
people that you can't -- once they find out they feel 
that they have been taken, I don't feel that there 
is aman who signs a contract and knows the price of 
the contract who has been taken. In my opinion everythin 
we do today that is financed -- every finance company 
doesn't vary that much, And they feel when they 
take a $1,500.00 contract and they have to pay back 
twenty-two or twenty-three hundred dollars over a 
period of five years, where they give them a deferrment, 
for say four or five months with no obligation, and 
we combine, take all their payments or consolidate all 
their payments into one payment, give them one monthly 
payment. I feel we do more for the customer than him 
having to worry about the interest he has to pay on the 
contract, I have borrowed money but I have never yet 
borrowed money on my own, All these small loan 
companies, their rates do not vary. They might vary 
maybe 2% a year. 

MR, LAWRENCE: How, in the case of the 
St. Thomas job, and Dunville job and the stone job, etc., 
how would the promissory note get signed to Baker 
Acceptance Corporation in those cases? 


MR, SIMON: It's Stag Home Development's 
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note, We in return discount this note to Baker 
Acceptance, 

MR. LAWRENCE: I thought you indicated 
earlier that Baker Acceptance required the approval -- 

MR, SIMON: We wouldn't discount 
the note with them, until the job was completely 
finished to the customer's satisfaction. 

MR. LAWRENCE: Then where you bump 
into cranks that you can never please, you would never 
be able to sell that note then? 

MR, SIMON: This deal in Dunnville a 
I hadn't discounted the note and the job was six months 
Dibas 

MR, LAWRENCE: You still have the 
note? 

MR. SIMON: I still have the note, 

MR. LAWRENCE: So that in cases like 
that where the customer is openly and defiantly 
unsatisfied, you are stuck with the note? 

MR, SIMON: That's right. Right now 
in my office I have six contracts that I can never 
sell, 

THE CHAIRMAN: Well, we will adjourn 
then and reconvene here at 2:30. 


---WHEREUPON THE MEETING ADJOURNED UNTIL 2:30 P.M. 
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---UPON RESUMING AT 2:30 P.M,., NOVEMBER 16, 1964, 

THE CHAIRMAN: Mr, Simon? We will 
now call the meeting to order, gentlemen, and proceed 
from where we left off. Will you continue your 
line of questioning, Mr, Lawrence? 

MR, LAWRENCE: I apologize to you, Mr, 
Chairman, for making this overly long, but we are 
still in the field of learning these things so that 
we can appreciate the problems, if there is a problen, 
and then do something about it. 

I want to make it clear at this 
time that I have no specific allegations that have 
been made to me regarding you or your company or anyone 
connected with you, These aren't accusations at you, 
these are just sort of general allegations that have 
come to some of us here as members of the Legislature, 
regarding certain practices in the aluminum siding 
field. They may not apply to you at all. You are 
a gentleman who has cbviously working with the industry 
and my comments and questions to you are in the hope 
that you can guide us in regard to future legislation, 

I just want to get into the 
one aspect here, and that is the actual selling job 
and the verbal representations made to people when a 
selling job has been done on them, As I say, it may 
not apply to your company or to your employees or to 
your agents or even your sub-contractors, But there 
have been allegations made to some of us, I think, that 
people have been fooled by these teams whereby these 


people tell a prospective customer that their house is a 
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right one in a subdivision for a model job to be done 
on it, as far as aluminum siding is concerned, And 
they are told that a job on their house will cost 
them absolutely no money whatsoever, And they are 
gullible enough to believe that the siding salesman 
or the home repair salesman wants to utilize their 
house @s @ model for the area, And they are told 
that it won't cost them a cent, but they do have to 
Sign a paper or a contract just in case they renege on 
the deal later and don't allow people to see the 
place or don't allow it to be used as a model. And 
the paper produced is between the two -- what do you 
call them, a canvasser and a closer -- between the 
two of them they are high pressured into believing this 
line, they sign a contract and they do not realize 
that at the bottom of that contract is a promissory 
note, 

MR, SIMON: There is no promissory 
note attached to the contract. 

MR, LAWRENCE: Your contract? 

MR, SIMON: Any contract that I have 
ever seen, A promissory note is an individual piece 
of paper. What you are trying to bring up here is 
a salesman comes into a home and sells what we call a 
free home, Put yourself in my position; I'm answering 
from my standpoint. Put yourself in my position, There 
are homes that have been sold this way. Or were -- I 
don't know about today -- I don't think this is the 
type of selling that is going on today, Four or five 


years ago this type of selling was going on, but not today 


i +) M88 — Blomtd | - 
enob od ot dot Ishom & tot nokabvateink & “iene 3 






bok Jfantesaoo af gutbia avalweta® @s oat en ,ot ot 


-faon Litw sonet ttent mm deh So tad Diet et yeny 






Eee Py, T2 a7 bk .waveoesaty Yonor Ont vietuioeads morte 
fantasy. mek te sft teeto hie’ od atgvome Sidii ia 


efotd entity «9 aveow men4est en, aheces aon ey te 









a 
@ 
a 

iy 
8 
@ 
Of 





iy hfoed sv&8 yan" BeA ae off ao? fede 6 enigaaed 

mt ‘et 

i Od sved of vari sud «tase we Sagoo oti now tL cans 
1M i mf 
1. We tho, Aaontoey yah! erno | {t 7ent, ower ansS 2 20, tSgaq & cata : 
a | oF eri es ) foost woll *4 eo. bres yasst (sob ald: 

4 | 

1 bok «isbom s ae ben » ‘t wollte @'cob i soatq ii 
A 

: wey ob tev —- owt edi ceewted ai beocdimetg wagaqpent, tks 
ca | 

\ edd geewiod ~« “es0lo 3 bre weseevane a wer? Eigse) 1a 
r ! 


ated ee ive pia ty ye Pier Res eh yr : ait veeeg etch To owe: ie 







es iteet ton ob vellt ba Saydacen S ppta yeds Qembt) ger 














{ 
i) | 
qroesiio™y 2.2!) tnattnpo ‘add ‘we eotiod sa? Ga Caey er 
if stou [MM 
‘z Yxouaimita of al esesaT ifs VA gk 
if : nN 
a .( ode edt or bedostdaeton FFs 
a Fiomsscon wel HORWad. , fle 
ue 
_ : 4 4 i MCWTE : 
1 ever I sed Juatinos Wt 1 AONTh eh. 
i 
} sostq impoivibnt 24 €L etdom trodatao iq A esa Teva 


t me oten gy sated of unzrct ets voy dsdw .s3qgs8q Ta. 4 


S (iso aw totw athe Bee ead ow ode moet cemasl se .' in 


a Bit Weve mk , tho: hora uM ok Tfeatiy acl omond aout [2 
Fisted? .notttaos um at hemuny wd tatoybneds ale nr 
i 


ue (I -+ stan x0 eae a ton signd ovat hese 
oP. uk 
a i eA? ab @ttett arnt eae 2 ahaa 


a ae a nal 

ar, laws acy raed swabod fe a had 1 eee . 
fey, A A 2 y : ; | aoe: is 
Note dom jug sige sy te rive” 
: i * ar © 



















Rive 
' 
ih 


- as fr¢ 7, 
wig a ha" 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Simon 3625 





for this one reason, When we check a contract out --- 
like I said before I am concerned with one thing and 
one thing only, when we put our money out we want to 
get our money back, Now put yourself in the position 
of being the finance corporation. Every phone call 
that they make to a customer two or three hundred miles 
away means four or five dollars, The interest on 
a $39.00 payment, which is a $1,500.00 contract, will 
be roughly eight or nine dollars, on that one payment. 
they are cutting their profita in half if they have 
any trouble with this piece of paper. So if the 
"freer" is sold we can't catch it, the finance 
institution will catch it because they state, and 
we state when we talk to the customer, regardless of 
whether -- see, if we can set a home up and we want 
to get business from this home and for every sale 
that is made through his direct participation, or 
the direct participation of his home, we will give 
him a commission, eeines 46 bes $25.00 .0r,$100,00, -1t!s 
a commission, But in the event that he doesn't or 
we don't sell any homes in the area or from the direct 
participation of his home, he understands that he is 
obligated for 59 monthly payments of $39.00 -- that's 
a $1,500.00 contract. We verify this in as strong a 
way as possible, as far as the financing is concerned, 
It is understood by hin, 

Twenty-five percent of our 
business is done on referrals. We have to have referrals. 
And if a customer's next door neighbour is sold he is 


entitled to some commission, and we pay it. But if we 
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don't get any sales -- sure there is a lot of salesmen 
that force suspicion to the point where the man feels 
that he is going to get 59 bonuses back and you are 
going to make all his payments for him, but that isn't 
true, 

MR. LAWRENCE: You call that "free"? 

MR. SIMON: Mind you I haven't seen 
a piece of paper like this in, I'd say, two years. 

MR, LAWRENCE: Was this quite common 
in the industry at one point? 

MR, SIMON: I would say two years ago 
it might have been, but not today. 

MR. LAWRENCE: One of the things I 
would like to attempt to bring out is how matters used 
to occur because they can reoccur again if there is 
enough publicity about it. The second mortgage field 
this Committee had lots to do with cleaning up, although 
there wasn't any specific legislation passed, Just 
the publicity on some of the events that used to occur 
in the field is enough to clear it up. 

Can you enlighten us if this 
was a common practice at one time in the aluminum siding 
business? 

MR, SIMON: Well -- 

MR. LAWRENCE: And just exactly how did 
it work? 

| MR. SIMON: I could not answer that 
for this one reason, I'm going by -- I was a salesman 
myself and I'm going by how I would sell it. You can't 


walk into a home and say: "Listen, let me do the outside 
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of your home, It's going to cost you $1,500.00", You 
are never going to sell a piece of material, 

MR, LAWRENCE: Well what do you rely 
on, contacts? Or things like that? 

MR. SIMON: Well, when you go into 
people you tell them what the material is, who backs 
the material up and also you tell them about a referral 
client you had, you might give them back a little bit 
of money. But you don't guarantee it to them in their 
home, 

MR, LAWRENCE: As I say, the allegations 
that have reached some of our ears here is that people 
have fallen for this gimmick that they are going to be 
set up as a model home for the company. It won't cost 
them a cent, All they have to do is sign the contract 
because the contract really doesn't mean anything so 
long as they themselves show people their home, But 
they also don't realize that attached to the bottom of 
the contract is a promissory note, I'm not saying 
it's true now and I'm not saying this is true even 
in your experience, I'm saying that this allegation 
has been made to us. 

MR. SIMON: Each individual piece of 
paper that is signed is an individual piece of paper. 
It is not attached or not perforated on. 

MR, LAWRENCE: Would this be the 
average case? 

| MR. SIMON: There is only one finance 
company -- we never used them -- that had a promissory 


note attached to their contract, their conditional sales 
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contract. 

MR, LAWRENCE: Was that Weathertite? 
Is there a promissory note attached to that? 

MR. SIMON: No, 

MR. LAWRENCE: Well the type of contract 
I am talking about is where the top part of it is a 
contract and the bottom is @ promissory note. You 
have never used them? You have never, in any event, 
used these things miata the note is attached and signed 
by the person in blank believing that they are signing 
the contract? 

MR. SIMON: No, 

MR, LAWRENCE: Or none of your 
agents or salesmen? 

MR. SIMON: No, Premier Finance uses 
this type of note attached to the contract, the 
conditional sales contract. 

MR, LAWRENCE: Did you used to work 
for Modern Building Products Limited? 

WR... SIMON: I did, but’not’ now, 

MR. LAWRENCE: And were theirs like 
that? 

| MR. SIMON: No, 

MR. LAWRENCE: Not at all. Never saw 
them? 

MR. SIMON: Never used them, let's put 
it like that. They dealt with Community Finance and 
this might be true, they might have had this. I have 
never used them, You see, we print our own contracts. 


We have our own charts. I wouldn't allow the note to be 
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put on the contract, So each individual is signed and 
taken out of the book, When I talked to Mr, Harcourt 

I wish he had told me that you wanted these documents 
and I would have brought them. But I'll mail them 

to you, in fact I'll mail you a complete book that 

we have, every individual piece of paper that is signed 
is a separate copy. When he signs the note, it's a 
note, not attached to the bottom of the contract. 

MR, LAWRENCE: You would have no 
objection then, based on your experience, if provincial 
legislation in this field would or could specify that 
a promissory note must be absolutely detached from any 
contract or any sales agreement? 

MR. SIMON: Not Buea. 

MR. LAWRENCE: You already practice 
that? 

| MR, SIMON: Definitely. 

MR, LAWRENCE: Thank you, 

THE CHAIRMAN: Mr, MacDonald? 

MR. MACDONALD: Mr, Chairman, there 
is just one area I want to explore, Unfortunately I 
had to go out and may have missed it. 

THE CHAIRMAN: We have a little trouble 
with our machine when the pipe smokers bang on the 
ashtrays, and the men that operate it tell me they 
can't make it out, it kind of blurrs what is being 
said, so we might just keep it in mind. 

MR. MACDONALD: As I recall, Mr. Simon, 
earlier in your remarks you said you had about one and 


ahalf complaints in 4 week aS an average. What percent- 
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age would that be of your sales? What would be on 
an average the number of contracts you have in a week? 

MR. SIMON: About eight percent, 

MR. MACDONALD: About eight percent, 
So you have what? -- about 15 contracts a week then? 

MR. SIMON: Twelve to fifteen, 

MR, MACDONALD: ‘Twelve to fifteen 
contracts a week, And you said that you withheld 10% 
of ‘the contract from the applicator until the -- 

MR, SIMON: We hold back 10% of his 
money to take care of any service calls, 

MR, MACDONALD: Whose money? 

MR. SIMON: The applicators, 

MR, MACDONALD: That's what I started 
out saying. We misunderstood each other, 

MR, SEDGWICK: The contract would be 
the whole contract, 

MR. MACDONALD: I was just curious 
when you say you have a truck which went around and 
didthe servicing on these one and a half per week that 
come back, What area do you cover? 

MR. SIMON: All ‘of Ontario, 

MR, MACDONALD: Your truck covers all 
of Ontario? 

| MR. SIMON: Yes. All service calls, 
yes. You see a lot of service calls are done by the 
applicator on the job. In the event that an applicator 
can't please the people in any possible way, regardless 
of what I do it just isn't enough, I send one of the 


best men out -- I send an actual carpenter -- a good, one 
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of the best men in the field, out to service the call, 
MR, MACDONALD: In other words you 


might on occasion send the truck from Toronto to 


MacDermott? 
MR. SIMON: I might send the truck 
from Toronto to ( ) -, which is 300 miles away. 
MR. WHICHER: Have you ever sent 
one to ( )? 
MR, SIMON: I haven't done that much 
business in ( ), but I have sent it as far 


as Fort William, 

THE CHAIRMAN: Mr, White, any 
questions? 

MR, WHITE: I'd like to clarify one 
or two things you said this morning, Mr. Simon, Your 
company is represented in the field by a team, one 
of them is known as a salesman, the other a canvasser, 

MR, SIMON: True, 

MR. WHITE: These men work on commission 
and the split which is arranged on the commission is 
left to them -- 50/50 or 60/40, or something like that. 
And the commission is the difference between the cost 
that you have established for this particular job and 
what they are able to sell it for when negotiating 
with the customer? 

MR. SIMON: Provided they don't go 
over the accepted price that we have. 

MR. WHITE: So they can charge the 
maximum or they can charge a minimum, or anywhere in 


between? And their earnings are the difference between 





™ 
Suet ott heow fate — . ROTA et 
‘OM, at feb yaet bof avqgarek mont 
vo vo oyall “SREY JAR 7 
| | i 
ovo’ L * 2yOMke AM +) ae : 
evel 1. so Gh 4 ) wt saantand 
shel liw'duot Bp 
TW AATAMS. GP | 
Jano leeeup 
[ QU \ AW 
LcsowW af? Oiga Boy anmidt owt so, 
on? m0 be taeeanqe? et yasomeo 
7 née FRo & 88° qyorsh ab egy ie 
carat Sere UR, 
Bema inss no cow nor Mende (eet ee 


Rioroifgstiaens old mo begrseta aE aiotie tiga cat Sam } 


$f00. bOT csowied sonedrs TLE ede at motae. brake oid Daa has 
Gre det reivottteq atus wot hanettdaten <viak’ Moe tate 
Ladiattogen code snd see ifow ot icin Penhactes 4 


oa ( 


tos i a a ist 


P nz hecaoras hooves 
%8 rob vo soon AG ae bri” 
a sever ow 








ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Simon 3632 





the minimum and what they get, Is that correct? 

MR. SIMON: Yes, 

MR. WHITE: Now you mentioned that 
when you service a contract that all the contracts 
Show the monthly payments? 

MR. SIMON: All the contracts show 
the monthly payment. 

MR. WHITE: All the contracts show 
the monthly payments, although two-thirds of them 
may not be filled in in full? 

MR, SIMON: ray not have the final 
(next words inaudible), 

MR, WHITE: So that there is a combined 
price here, so much per month -- $59.00 per month or 
whatever it might be -- is it always 60 months, by 
the way? 

MR, SIMON: No. I would say about 

80% of the contracts -- maybe a little bit higher -- are 
financed over a period of five years. 

MR. WHITE: The price implies both 
the interest on two-thirds of the contract -- this 
monthly amount embraces both the principal and the 
interest? 

| MR, SIMON: The payment? 

MR. WHITE: Yes, the payment is both 
interest and principal? 

MR. SIMON: The payment is the -- there 
is no interest put on the payment afterwards, The 
payment of 60 payments of, say, $39.00 includes the 


interest and the principal. 
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MR, WHITE: Right. I understand 
that. Now in representing the deal to the customer 
I don't suppose -- I have been a salesman and I 
know that you don't ordinarily muss up a contract with 
all kinds of figures, you use the back of an envelope 
or a notebook, and you say: "Well, if you want this 
job it will cost you so much,’ maybe a little reckoning 
is involved and if you want this other type it will 
cost you so much, There is no way that your firm 
can control the price stated to the customer and the 
actual payment, is there? I mean to say one of your 
men might -- I'm going to try to clarify the point 
I am making by using this example -- let's say that 
I have a house requiring a certain number of squares 
and the minimum price that you have established to 
your sales people, and let's say that the maximum was 
$1,500.00, Now, he starts with $1,500.00 naturally -- 
they try to get the best deal Eee can, Let's say 
that they end up with $1,200.00. They keep $400.00 and 
make a split in some fashion acceptable to themselves, 
If the customer was upset at the idea of $1,200.00, 
there is nothing to prevent these men from saying: 
"All right, we will sell it to you for $800.00. We 
want to get a start in this community and we will let 
you have it for $800.00", Right? So over 60 months 
that's going to work out to $15,00 a month or something 
like that, Why can't they now, at that point, add in 
an exorbitant amount of interest to recapture some of 


the principal they have given away? 


MR, SIMON: You mean make the interest 
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MR, WHITE: Well, I'm talking about 
total payments, 

MR. SIMON: Now the people don't know 
what the interest is in the contract price. What 
makes you think the finance company would buy it? 

MR, WHITE: Just a minute -- 

MR, SIMON: I know what you mean -- 

MR, WHITE: No you don't know. Let 
u8S Say these men are back to the potential customer, 
And they say $1,500.00 is our price on this. This is 
a reasonable kind of example, The customer chokes on 
the price, so they come down, down, down until they 
have reached, let's say, the stated minimum which they 
/ know to be their cost. If they close for $800.00 there 
is nothing left for themselves, The fellow says all 
right, that's a very fair kind of a deal, $800.00 for 
a $1,500.00 job. Now the contract is pulled out for 
toe first time, @ le 's tricot “filled ous inetulls -the 
principal is not shown, interest isn't shown, the 
total due is not shown, But instead the monthly payments 
over 60 months are shown and we will say that that 
is shown as $30,00 a month for atotal of $1,800.00, 
No reason why this couldn't happen, is there? You might 
say the salesman was a little unscrupulous, but there 
is no reason why it couldn't happen and, in fact, probably 
does happen, 

Now is a couple is faced with 

these two aggressive salesmen and having been pulled 
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1 Several hours, if they have the sense to multiply 

2 30 by 60 to get $1,800.00 and if they recognize that 
3] as $1,000.00 more than the cash price, I suggest that 
4 in most cases the salesmen could explain that away 

5] by saying they are carrying it over a very long term, 
6| their credit risk isn't that good, and so on, In 

7| other words, I am attempting to draw the Committee's 
8], attention to the abuse that can accompany this and 

9| how the abuses are encouraged by the omission of the 
10] principal, interest and total amount due, 

11 Do you want to say anything 
IZ Onell eeberore Igo con tothe inexewoine? 

13 MR. SIMON: Yes, The contract is 

14] written up, the contract price must be on the contract. 
15|| The interest for that amount of money must correspond 
16|| with our charts, as I said earlier. 

17 MR, WHITE: That's not what you said 
18] earlier. You said two-thirds of the contracts showed 
19] the amount per month and the number of months, 

20 MR, SIMON: That's the payment. And 
21|| the amount of interest in one column, In other words 
22| if the contract price is $800.00 he can't have 60 

23|| payments of $30.00, he would have 60 payments of, say, 
24|) $15.00. 

25 MR, WHITE: Well this doesn't gibe, 
26|| If my memory serves me rightly -- this isn't what 

27|| you said this morning. Maybe the transcript will set 
28| us straight on that. But I had a very clear under- 


29|| standing and I made a note of it at the time, that you 





said two-thirds of the contracts showed only the monthly 
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amount and the number of months, And that the principal, 
interest and total amount were not included in two- 
thirds of the contracts, 

Now let's go on to the next 
point -- 

MR. SIMON: Let's clear up this 
point first. There is a contract price on ever 
contract that comes into the office, 

MR, MACDONALD: Are you saying that 
is in 100% of the cases? 

MR, SIMON: On every contract that 
comes into the office there is a contract price, The 
payments must correspond with that contract price 
whether the interest is on the contract or not, 
Otherwise the finance company will not buy the deal, 
They couldn't put in $1,000.00 in interest, this is 
the only way that they could possibly do it, the 
way that you are doing it. They couldn't put $1,000.00 
in interest on an $800.00 contract because the 
payments would be quite a bit larger than a $400.00 
interest charge, See what I'm trying to bring out? 

As long as the payments are on the contract, and the 
payments are on every contract, and as long as the 
payments are on the contract then we know how much 

the contract is. If the interest is as much as $25.00 
more -- even a buck more -- we know it. If he 

puts payments -- supposedly the payments are supposed 
to be, say, 60 payments of $15.00 and he puts in 60 
payments of $16,00, we know that the customer is 


being overcharged $1.00 per payment. 
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MR. SIMON: Well, I don't want 
to argue the matter any further. Mr, Chairman, I 
fully recognize that this paper goes from Stag to 
a finance company and it has to be completed in full. 
I contend that Mr, Simon told us this morning that 
two-thirds of the papers when the contract leaves 
the customer's hands are not completed in full, but 
that the monthly amount and the number of months only 
are shown. And when -- this is @ law now -- you can 
Go a’lot of fooling around with a contract, 

Now, when you get these 

contracts do you register them at the Registry Offic 
or does the finance company register them? 

MR. SIMON: The finance company does 
that. 

MR, WHITE: This constitutes an 
ecnumberance on property. 

MR. SIMON: What do you mean? 

MR. WHITE: This is an encumberance on 
property until the thing is fully paid for. 

MR, LAWRENCE: It's registered in 
the County Court Office, not the County Registry Office, 

MR, WHITE: Mr, Chairman, I don't 
know the practice in the case of this company, Diutew: 
would like this man to describe an abuse that I learned 
about in London, whereby a contractor, having done some 
work for a householder, good, bad or indifferent, had 
the verbal price quoted, or many times that amount, 
then proceeds to render a mechanic's lien against 


the property. In the instance described to me only last 
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night, the contractor had exceeded his verbal quote 
by many hundreds of dollars yet had not completed 

the work to the householder's satisfication, and 

said you pay me this amount of money or I propose to 
register a lien against you house for $5,000.00 and 
it will take you six years to work this out to the 
Courts, Now as it turns out he didn't register a lien 
for $5,000.00, but he did register a lien for something 
like $800.00, Two years have gone by and the case 
hasn't proceeded any further than the first day she 
saw her lawyer. I am wondering if the Committee 
should not consider this aspect of the problem for 
the reason that it does relate very decidedly to 

the cost of this kind of undertaking, it relates 

very directly to door-to-door selling, and it does 
permit very grave abuses if the householder doesn't 
initiate the suit to remove the lien. Nine times out 
of ten or ninety-nine out of a hundred it is cheaper 
to pay the unscrupulous door-to-door salesman than 

it is to take the matter into the courts. I would 
like to have our counsel's assistance on this, or any 
other member of theCommittee, 

Mr, Simon, assuming that your 
salesman is not tossing charges back and forth between 
principal and interest, and assuming he is being com- 
pletely candid with the customer, let us say he arrives, 
after negotiating, at a price of $1,000.00, and let's 
say he puts that on a five year note. What does he 
charge? 


MR. SIMON: Between 11.2 and 13.4 dollars}, 
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MRS WHITE: Now; is thie flat? 

MR. SIMON: Yes, it's simple interest, 

MR. WHITE: Let's take the medium 
in this range -- 12 and a half -- 

MR. SIMON: He would probably pay in 
the area of about 26% interest. 

MR. WHITE: He would pay 26%, something 
like that? Very good, 

THE CHAIRMAN: Mr, Kerr? 

Mie KERR? Tosco a” little further 
into a point raised. I think Mr. Simon has been most 
cooperative with this Committee, I think there is 
one point regarding the completion of your contract 
to be clarified. I think what you were saying, Mr. 
Simon, was that you do include in the contract at the 
time the customer signs, the full selling price, Is 
that what you are saying? That figure is put in the 
contract? 

MR, SIMON: In every contract, yes. 

MR, KERR: And that total selling 
price is the sum of all the payments made. Is that 
COrrecy,: 

MR. SIMON: No, That total contract 
price is the sum of the job that is done, 

MR. KERR: It doesn't include carrying 
charges? 

MR, SIMON: No, 

MR. KERR: I see. And the only way the 
customer knows there are earrying charges is by 


multiplying the payments by the number of payments he 
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hae cvo-make .” Is that: «it? 

MA. (SIMON "Omehneiei sec ard. 

Nik. SKERR You tdon' tereally tell him 
the actual -- 

MR, SIMON: Yes we do, 

MR. KERR: eeBut youtaresnot going to 
tell him unless he asks, neither is your salesman, 

The actual finance charge is not shown on the contract? 

MR ecIMON? 4 Not invallecases. 

MR. KERR: That's ail, 

THE CHAIRMAN: Mr, Edwards? Mr. Rowe? 
Megebetherby? «Mr. Reilly? 

MR. REILLY: Yeshis Youswere telling 
Che Committee about a case in Dunnville, Mr, Simon, 
where Alcan had actually reinstalled the siding without 
Gop leueleacnaverighy? 

MR. SIMON: They ripped it off and 
reinstalled it. 

MR. REILLY: Tell me, what happens 
when they are not prepared to accept the responsibility 
in a case like that? 

MR, SIMON: Well first of all 1 called 
Alcan and told them about this. They sent an 
inspector out who inspected it and found the siding 
was two different colours. If they don't stand 
behind their product it won't do any good. 

MR. REILLY: Right. Now, with whom 
did you deal previous to Alcan? 

MR. SIMON: Kaiser. 


MR, REILLY: Now supposing this 
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happened with any other manufacturer? Would you have 





the same response? Do they have to do it? 

MR, SIMON: If they want to be paid 
for their materials they have to, 

MR, REILLY: I see. But if, on the 
contrary, Mr. Simon, they,,say: "This is no fault of 
ours at all. This is no difference in colour. This 
is the way it was applied and we will assume no 
responsibility”, What do you do under those 
circumstances? 

MR, SIMON: Well, it has to be 
someone's fault, 

MR. REILLY: Right. And I'm assuming 
now it was the applicator's fault. 

MR. SIMON: The applicator would go 
out and fix the job. 

MR, REILLY: Under those circumstances 
would this be what you refer to as your 5 or 10% class 
of major repairs? You said they were about 90% 
minor repairs. 

MR. SIMON: On our service calls this 
would be major. 

MRy REILLY: “oYess eThisewould be what 
you term a major repair. 

MR. SIMON: It isn't that way at all. 
It's not that harsh, Alcan -- they are a good company. 
If we feel that the fault is theirs they will go out, 

MR, REILLY: There is one thing I 
would like to get clear in my mind, Mr. Simon, in 


connection with the report here of bubbling. Now 1 
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present the facts as far as the factory itself is 
concerned, They actually spray this material, the 
Siding itself. Is this correct? And the bubbling is 
actually taking part in the paint? 

MR. SIMON; The paint can't bubble, 

MR, REILLY: The paint can't? 

MRE LMNs NO, 

MR. REILLY: What would be the bubbling? 

MR, SIMON: I assume it would be waves. 
(Next sentence inaudible). I can't give you any 
comment about the material. All I know is the 
material Mr. Sugar brought up was a Reynolds! product. 

MR. REILLY: Are you suggesting that 
a material less than 025 thickness -- 

MR. SIMON: We call it between O24 and 
026 -- 

MR. REILLY: -- Might be subject to 
bubbling? Sie thie? 

MR. SIMON: Well, I could use an 016 
errOloand 1t wouldn't. 1b's not a bubbling, it's ca 
wave in the material. 

MR. REILLY: Part of the complaint 
then might be caused by the fact that they used a 
lighter metal rather than 025 or 026? 

MR. SIMON: Yes. 

MR. REILLY: Thank you, 

THE CHAIRMAN: Mr, Irwin, I think, has 
a question. 

MR. IRWIN: Yes, three short questions, 


Mr. Simon. When you say that you put all your own money 
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1 into the operation, does that mean that you have to pay 
5 C.0.D. for the materials delivered, Do you get 
3 ordinary trade terms? 


4 MR. SIMON: We get ordinary trade 


5 terms, 


6 MR, IRWIN: How much, 30 or 60 days? 
7 MR. SIMON: 90 days. 
8 MR, IRWIN: 90 days. In other words you 


g| are able to do some of the financing with regards to 
10 the material by the assistance of the supplier? It 
11| might also follow -- 

12 MR. SIMON: Not from the assistance 
13 of the supplier, 

14 MR, IRWIN: This is what I asked, 

15 and I will put it again. You buy your materials from 
16 Alcan and you are allowed 90 days to pay for them, 

17 Lemyhatecorrect? 

18 Marc LIMON gaves, 

19 MR. IRWIN: Then you are having the 
20 cooperation, I'llyput it,,of the supplier in financing 
21| your business, You are getting 90 days credit from 
92|| the supplier, right? In other words you are getting 
23 some financial help from the supplier, 

24 The second point is, it was 
25 mentioned, where you check with the customer and you 
26| try to ascertain that the customer understands what 
27 he is getting in the way of the job, And during the 
28 course of that conversation he might say that well, the 
29|| salesman also promised me to put on some gadgets and 


so on, and you haven't mentioned them. I think you said 
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that you would satisfy the customer, But would you 
arrive at the fact that the salesman may have added 

So many things that you would really be able to carry 
them out only if you rewrote the contract to cover them? 

MR. SIMON: We are doing more than | 
what the contract actually calls for, we are giving 
them more than is actually on the contract, 

MR. IRWIN: Yes. Supposing, just 
Supposing -- I don't know whether this applies or not -- 
the salesman wrote the contract for siding the whole 
house and that's how the contract appears to you 
and you question the customer to see if that's what 
he understood, and he says: "Oh, no, he also promised 
to throw in a double combination screen front and back 
door," Would you not add that to the contract? 

MR. SIMON: Well, if he wanted it we 
would send him out a letter to this effect, If it 
would amount to maybe a twenty or thirty dollar bill, 
we do it. 

MR, IRWIN: In other words, if what 
the salesman has promised was too much, moneywise, to 
you you would simply ask him to rewrite the contract, 
Horadg 2% to 10. 

MR. SIMON: Either we would mail a 
new contract up to the customer to be filled out 
with the proper work and ask them to mail it back 
to us -- 

MR. IRWIN: Authorizing the addition? 

MR. SIMON: Authorizing the addition. 


MR. IRWIN: Now the third question, from 
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the conversation it appears that the bigger suppliers 
of the material are Alcan and Kaiser and Reynolds, 
Is that right? 

MR. SIMON: Here in Toronto, yes. 

MR, IRWIN: Would one of these people 
knowingly undertake to supply materials to a firm 
like your own unless they were satisfied that you 
were a responsible firm? What I am getting at is 
would they supply to anyone that happened to set up 
in the business to apply siding? 

MR. SIMON: They sell material to 

anyone cash, I think, who was an individual, say, 
householder who came in to buy material, His price 
would be a heck of a lot different than my price, 
If an applicator decided he wanted to do his own home, 
or something, and went in to buy the material at Alcan 
they would also charge him a lot more than they charge 
me. 

MR. IRWIN: Thank you. 

THE CHAIRMAN: Mr, Whicher? 

MR. WHICHER: I just wanted to ask -- 
how long has Stag Home Developments been in business? 

MR, SIMON: About two years. 

MR, WHICHER: To your knowledge have 
you ever been sued for -- 

MR. SIMON: Usually I can pretty well 
clear up any trouble that I have with a customer, if 
he will be cooperative. I have been threatened to be 
sued, certainly -- I think everybody has. But on the 


overall picture, we have pretty well straightened up 
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every argument and every beef, 

THE CHAIRMAN: Of course I suppose 
you could settle by giving the people back part of 
the money? 

MR. SIMON: No, I won't give any 
person that. You see, I tell you, before we arrive 
at a price that we want to sell siding for, I don't 
just go up and say: "Listen, I want to sell siding 
for so much", We brought the finance companies in 
and we brought in Alcan and we brought in Kaiser and 
we discussed a legitimate price for aluminum installation 
of siding. And that's the price we quote. And I 
think that pretty well all companies at this point 
now have arrived at the same conclusion, They all 
stipulate one price and you can't go above it. See, 
we are not looking for any trouble, we don't want any 
trouble, We are in business to make money the same 
as anybody else, And the institutions that you deal 
with all feel that one price is a fair price and 
everybody stays under that price and we feel the 
customer is getting a good deal. 

MR, REILLY: Mr. Chairman, I wonder 
if Mr. Simon has any suggestions that he could make 
to this Committee that might reduce the number of 
complaints in the industry? 

MR. SIMON: Any troubles that we have, 
gentlemen, we solve ourselves. 
| MR, REILLY: In the industry, apart 


from your own firm, say? 


MR, WHICHER: You appear to be quite 
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a legitimate business, your firm, surely these fly-by- 
nighters must be rather tough on people like you, 

MR. SIMON: What's a fly-by-nighter? 
A man who goes into business and looses his money and 
can't make a go of it? Is he a fly-by-nighter? 

You brought this point up when 
Sugar was here, This man invested his money in a 
legitimate concern and yet you turn around and call 
him a fly-by-=nighter, 

MR. WHICHER: As far as the customer 
is concerned he's a fly-by-nighter because that poor 
fellow can't afford to pay the monthly money to him 
which he has to pay whether he has a good or poor job. 
Would you agree with that? As far as the customer 
is concerned? 

MR, SIMON: I'11 answer your question, 
You deal with a finance company, they finance your 
contracts, they have given their money out and they 
want their money back, If they have to make two or 
three phone calls every month to this guy to pay up, 
which is a long procedure -- before a finance company 
will sue the consumer they will go to all lengths to 
get their payments -- then if they find that they 
can't get their payments, of course, they will go to 
the Courts, They will make three or four phone calls 
to get that payment in. Wouldn't it be cheaper for 
the finance company to get a service man and do the 
service on a call? Which ABC has done and OHI has 
done and Baker has done, gone out and serviced their 


own calls. 
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MR, WHICHER: Well, that might be an 
answer, It's a suggestion anyway. The point is these 
people who dealt with Weathertite Construction Company 
can't go to anybody. They just have to pay. 

MR. SIMON: That's not true either, 

MR. WHICHER: It's not true? 

MR, SIMON: Sure they have to pay, 
eventually they are going to pay, regardless of what 
happens they are going to pay. But they turn around 
and talk to the finance company -- these people are 
human, they will listen to you -- you turn around and 
you tell them: "Now listen, this company is out of 
business" -- I've seen it done many, many times where 
a finance company will hire -- I know one company, 
OHI, right now they call it Frontenac Acceptance -- 
they have hired a service man just to go out and service 
Giese fc eis oe And this is done not just by Frontenac 
Acceptance, but by OHI, by ABC, by Baker Acceptance. 
How I know this here -- at one time OHI had called 
me and they asked us if we would take a certain amount 
of money and service about twelve of their jobs. We 
asked them what they wanted and they told us, but it 
wasn't enough money, we couldn't break even on what 
they wanted to pay. So they went out and hired their 
own applicators. 

MR, MACDONALD: Are you in this line 
of business alone, Mr. Simon, or do you have other 
associates? 

MR. SIMON: Oh, yes. 


MR, MACDONALD: Operating from the same 
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office? 


MR, SIMON: In Stag Home Developments? 

MR, MACDONALD: Im sorry, I just -- 
what are the other lines of business that you operate 
at 1801 Eglinton West? 

MR. SIMON: Oh, you mean the one 
company? Oh. dust aluminum products. 

THE CHAIRMAN: Anything else, gentlemen? 

MR. SEDGWICK: Do you know whe are 
the principals of Modern? 

MR, SIMON: Yes. Modern Building 
Products was taken over about eight months ago by 
Reynolds Aluminum, 

MR, SEDGWICK: Yes, but who were 
the principals when they were in the business? 

MR. SIMON: A fellow by the name of 
Max Schwartz. 

MR. SEDGWICK: Because there are or 
were a great many complaints about Modern's operation. 
Was he the sole owner? 

MR, SIMON: Sole owner, 

MR, SEDGWICK: Max Schwartz. And did 
they go bankrupt? 

MR, SIMON: They didn't go bankrupt. 
Reynolds bought them out. And Reynolds told them 
all obligations -- they couldn't service calls for 
Modern Building Products. 

THE CHAIRMAN: This seems to be a 
trend of the companies taking over the -- 


MR. SIMON: No, no, no, 
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THE CHAIRMAN: Is it not? 

MR. SIMON: No, 

THE CHAIRMAN: The manufacturers taking 
over the companies that are Supplying the aluminum? 
Would you say this is a highly specialized type of 
business? 

MR, SIMON: You mean the selling? 

THE CHAIRMAN: People seem to be 
getting into trouble in this business so it must, it 
Seems to me, to do a good job you must have a high 
degree of skill at it. 

MR. SIMON: Selling is a skill, 

THE CHAIRMAN: No, I mean the 
application of the material -- it seems to me -- you 
get into a lot of trouble if you don't know what you 
are doing. 

Are there any other questions? 

MR, LAWRENCE: Mr, Simon, what would 
you think of some sort of provincial licensing of 
the salesmen or canvassers or closers or whatever you 
want to call them? I mean, the term fly-by-night 
was used -=- in my mind this applies perfectly to the 
aluminum siding business. At least a few years ago 
a team would go out and they would have a carful of 
contracts, about six or seven different companies, 
Now that, to me, is a fly-by-night outfit, where they 
change the name on the top of the contract almost from 
day to day. If there is no other way of attacking it 


what would you think of provincial licensing? 


MR. SIMON: Of the individual salesman? 
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MR. LAWRENCE: That's right? I mean, 
I would hesitate to do it, but I don't know of any 
other way of cleaning up the situation, 

MR, SIMON: I think it would be a good 
thing to this point, where you couldn't stop a man 
from getting it, but you could take it away from him, 
if he does any misrepresentation. There is a lot to be 
taken into consideration here, as I mentioned before, 
I say all the complaints that you have against Modern 
Building Products or better still, say, against myself 
have been four and five months after the job has been 
done. Why is this? We do a lot of consolidation for 
people, They can't afford, they can't meet their 
obligations now, we consolidate all their debts for 
them into one blended payment, It takes a heck of a 
lot off their minds. Once you take it off their 
minds then they are open for complaints, 

MR, WHICHER: Do you do this 
consolidation in the Stag company, or is this a 
different company you are talking about? 

MR. SIMON: It's all done through 
stag. 

MR, WHICHER: You take it off their 
minds -- 

MR. SIMON: If they have five or six 
different payments with the finance company, we 
consolidate them and pay off all their debts at once 
and they have got one payment. 

MR, WHICHER: I bet this is the first 


time that they realize the amount of their total payments 
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and the amount of their obligations. 

MR. SIMON: I could tell you a couple 
of stories about people, We had a man up in Sudbury 
eall us and thank us from the bottom of his heart, 

We relieved him of so much pressure, the man couldn't 
see his way through to pay any of his debts, Afterwards 
the man has done nothing but complain. Before the 
job was done he wanted to get all this debts off his 
mind, 

L feel that if a complaint 
is there it should be there inside of a month after 
the job is done, You see, before you mentioned water 
coming in behind the material, If the material is 
applicated properly -- if it's not applicated properly 
you can't finish the job, for one thing because nothing 
fits -- if the job is applicated properly and everything 
fits on the home, you can't get rain behind it. And 
as soon as you walk out and take a look at the wall you 
can tell whether the wall is applicated properly, 
If there is going to be a complaint, it has to be 
within a month, The complaints that we get are mostly 
the, interest is too high. This. idsn't the real reason, 
or the application isn't good, This isn't the real 
reason why the complaint comes in, It comes in because 
they know that they have got to pay. 

MR, BUKATOR: May I follow up on this? 
The man in Sudbury who called you and thanked you, would 
you like to be a little more specific? How many of his 
odds and ends did you pick up by way of debts along 


with your costs, what was the total amount of money? Do 


- : Denes Nd 






























anol sande nica Aovane 2 
7 Siqzds # voy [fot Dinos L :MOMTS. aM asa 
bi ‘ | Abt nl qu wan es Bah ow .offosg deots pennant | 
| ised atn to motiod, ott met? eo (aaa Oo ett Ifsn 






Stohivos anm si .oturessia tom co mee bevek len ay 
P givercod 21 040b ata ‘to Ue "SG Gf BOO tee Oe eee 

sad egotsS felamol det S.A2r lon @eHoe Bed wee ere 
Bit Vio atded cic’ (f8 top oF Sota eh ens. eager 


Mttafawoo sas 2t.9sat fast | 
: | Tetle niniom s Yo ebtanrt sre? of hinena Sl eaend ate 
| IAgaW powtofinen voy =coled ,ee@ Ne¥ yaeseb BE dot. end 
@f {4 Gm suit Sicorst oho Deiitiod af pated 
i Sitede gd tedeckiods toq Blob DE we apf etmeqoneey Hhessotloas 
Mei SEUSS anit arto Tot ,Oah sa Aa eeeR as crow 


Meany tsts Ons \(isgoty be tTeollgas Bf aah) ee Sh ae ee 


. beh 82 Snes os ’=s J ogo voy emo elt no abl? 


° 
iy | | 

7 me ley sis. te dao So) Die Ti Dae Oy ae noose Be 
i . 


Yiueqeiq Sbateotioga gk tie odd tector ted Mao 
ia od Fe rtsignon 8 6¢ of sates. ef evened ar, fos: 
; Reveom oe JO» OW dadt 48aldl ate ea . ideo as mids lwe Ine 
appease: ioe. sit t' pal ctw? jee ood of Saonetheat ot | 
}. ween ai? 2' nok aid), . hooped tel ngkisotiggs orld 10 : 

Ps, sansoo. nt pemes Ji ont Renmoo Intaiqnye ont ven gomsert is 


N , 
val ib 


> ‘Vag oF sce ec . 
. faut a0 9 volte’ TL yam + CISA 7h, a‘, V 






= 





é 
eUOY boansis one were-bel oe 
% ape i rans 
pats fo gate woH fot‘ Linegelgs : iat ee ; 
Ba a. ae | iii io 
oO _ 7 if if oe 


oy 
ices 


iso eager ~~ 


as) 











it Wie : 
ty "ie 


, 7 


as) ich, a. - 


pe sain a mI 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Simon 3653 





you recall that off-hand? 

MR, SIMON: What was the total amount? 

MR. BUKATOR: Yes, 

MR. SIMON: $4,000.00, 

MR. BUKATOR: And what was your part 
of the contract to put your aluminum siding on? 

MR. SIMON: It was in the area of 
2500006 "$15975.005 Lethink: 

MR. BUKATOR: About $2,000.00, 

MR. SIMON: We gave him $2,000.00 
to pay off -- 

MR. BUKATOR: How did you secure that 
debt to your people, by mortgage or -- 

MR. SIMON: Conditional sales contract, 
@ note and --~ 

MR, BUKATOR: But you did put a 
mechanic's lien against the property? You must have, 

Mii DLMONs 9h aidnls 3 

MR. BUKATOR: I know, but the people 
who financed it did, You wouldn't know the rate of 
interest that they charged? I was wondering why the 
man would complain after this -- was it because of 
the high rate of interest he had to pay? What was 
his complaint to you? First he was happy about it -- 

MR. SIMON: He complained about the 
interest, 

MR. BUKATOR: The interest, That is 
the point I am trying to make, He came to one conclusion 
that he was paying a very high rate of interest -- about 


-how much did he pay, do you recall? 
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MR. SIMON: The rate of interest? 

MR. BUKATOR: Yes, 

MR. SIMON: He will be paying back 
after five years -- I think it was forty-one or 
forty-two hundred -- he will pay about $6,000.00, 

MR. BUKATOR: $6,000.00 -- Mr, Irwin, 
would you work on that with your pencil. The rate 
of interest he was paying for his money -- 

MR, SIMON: You don't have to work 
on it. It's roughly about 26%, 

MR. BUKATOR: That's why he was 
unhappy, because he was paying 26%, 

MR, IRWIN: That would make anybody 
unhappy. 

MR. BUKATOR: Would you mind putting 
that in your contracts -- the rate of interest? Ags 
far as your contracts? 

MRS IMON: “ot wouldn 'caput-iteineny. 
contracts, 

MR. BUKATOR: You wouldn't? 

MR, SIMON: The rate of interest the 
customer pays? 

MR, BUKATOR: What if there was 
legislation passed whereby -- for instance the real 
estate people, say 7% or 9% or whatever they might have 
on the contract, Would you object to the rate of 
interest that was paid being on your portion of the 
contract? And if you would why would you? To catch -- 
they Pave th and I don't like the expression but -- to 


catch the fly-by-nighters who charge,maybe, 50%, 
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MR. SIMON: They can't charge 50%, 

MR, BUKATOR: Oh, we have had people 
who charge 873% on a mortgage, 

MR, SIMON: You are talking about 
two different businesses. Now we are talking about 
my business. In my business the rate charge is there, 
that's what it is. It's not five cents more, it's 
not five cents less, 

MR. BUKATOR: And that's 26%? 

MR. SIMON: And that is in the area 
of 11,2 -- between 11,2 and 13.4 add-on, which roughly 
runs between 24 and 26%, 

MR. BUKATOR: This is the point I 
have been trying to make, So the man found that he 
had borrowed $4,000.00 to consolidate his debts, and 
he found that he had to pay back to the financing 
company now some $6,000.00 and when someone calculated 
it up for him he found that he had to pay -- to quote 
your own figures -- 26% on that money. Now you can't 
blame that man for complaining, can you? 

MR,LETHERBY: The guy should have had 
it figured out before he started to pay. 

MR. BUKATOR: You on that side of the 
table make reference to citizens of this country as 
jackasses and imbeciles and I don't buy that, 

MR, LETHERBY: No, no -- I'm saying 
according to your argument, George, this man -- 

MR, BUKATOR: My argument is that if 
he is not intelligent enough, as intelligent as you 


are, then at least somebody should tell him what he is 
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paying. 

MR, LETHERBY: This man was shown 
that it was going to cost him $1,900.00 or $2,000.00 
over a period of years to pay back what he had 
borrowed, Now if he complains about that after he 
has gone into this with his eyes open, then he's 
a jackass, if he complains, 

MR. BUKATOR: The fact is maybe his 
eyeS were not open, and this man and his company are 
putting the total amount on top -- as I gather it -- 

MR. LETHERBY: It's no different 
than anybody else, 

MR. BUKATOR: Mr, Chairman, I wonder 
if you would give me my nickel's worth here. You have 
a total amount of money to be paid for your particular 
work, which is $1,500.00 and you put so many monthly 
payments down for five years of X amount of dollars. 

MR, LETHERBY: If he's gullible 
enough to pay for it -- 

MR, BUKATOR: As a matter of fact, 
is it possible -- since we are on the subject, Mr. 
Chairman -- where people are gullible enough, as this 
man wants to put it, or calls them jackasses, -- who 
has signed a contract without any figures on them at 
Risks Gives their address and signs the contract, 
having faith in the fine salespeople who work for you, 
because they respect them, and they sign the contract 
because they were told verbally, but nothing on the 
contract at all. Have you ever had anything like that 


come into your office? 
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MR. SIMON: Not once, 

MR, BUKATOR: Not once, not your 
particular company? 

MR, SIMON: If I did have a contract 
come in like this, it wouldn't get past the front door. 

MR, BUKATOR: It wouldn't get past the 
front door, You have never had a blank contract with 
the signature of the people who have applied for a job 
to be done and accepting the verbal -- I'm asking, I'm 
not telling you. 

MR, SIMON: On one case, 

MR. BUKATOR: Only one case, 

MR. SIMON: Let me explain it to you, 
There was a contract drawn up the week before, 

MR. BUKATOR: I'm sorry, I missed it. 
You mentioned this this morning. I'll get it out of 
the transcript. 

MR. SIMON: In my business if the 
contract isn't filled out, the payments are not on the 
contract, the contract price is not on the contract, 
then it is not binding -- I don't care if the man has 
got the best credit in Canada, we will not buy the 
deal. 

MR, LAWRENCE: How about the promissory 
note? 

MR, MACDONALD: But coming back to Mr, 
Bukator's point and Mr, Letherby's, one of the purposes 
of this Committee, whether Mr, Letherby likes it or 
not, is to consider the proposition of protecting what 


he chooses to describe as a jackass, by assuring that 
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in every contract it will be spelled out the amount 
of money he has to pay and the interest rate. Because 
there are an awful lot of people who are, in your 
term, jackasses, because they can't figure the interest 
rate, If they knew it was 26 they wouldn't pay it. 

MR, LETHERBY: Yes, but listen now, 
countless good, legitimate finance companies who 
have come before this Committee tell us that their 
finance charges are 24 and 26% -- and we take our 
hats off to them and claim they are the exceptionally 
good finance institutions, 

Now this gentleman says that 

his case was similar and that he points it out to 
his client and then the man, if he's got a head on 
him at all, is going to say: "Now, my friend,how 
much is this going to cost me, this money, for the 
time that I am going to use it?" You would invariably 
tell him it is going to be so much, Then he signs 
the contract in good faith. Then he goes home and 
sleeps on it for a few nights and his nerves start 
to go up on him and he has a nervous breakdown worrying 
over the 26%, I say he was a jackass to go into it, 
That's my feeling, he wasn't satisfied with the deal, 

MR. BUKATOR: I don't know, Mr, 
Chairman, whether a jackass breaks down with a nervous 
condition or not, but under the circumstances I do 
believe -- we have argued this out before -- that when 
aman signs a contract he should, in all fairness -- 
when you go to the bank and borrow money you know 


what the rate of interest the bank charges -- 
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MR, LETHERBY: Do you? 

MR, BUKATOR: Oh, yes, I do and I 
imagine you do too, 

MR, SIMON: You do if you ask, With 
any institution you borrow money at, the only time 
you are told the rate of interest is if you ask, 

MR. BUKATOR: I've never signed a bank 
note that I don't recall the figure 6 or 53 as a 
rate of interest, and I signed the paper, But we are 
getting beyond this particular point. Have you ever 
got money from a bank without having the interest 
rate injected, added in, in that note? 

MR. SIMON: I sign my notes at the 
bank simply. 

MR, BUKATOR: You have a lot of faith 
in your banker, but you know that you wouldn't pay 
over 6% now, don't you? 

MR. SIMON: May I ask you something 
now? 

MR, BUKATOR: You go ahead and ask 
me, I don't mind, 

MR. SIMON: Okay. 2 go into*a bank 
and come away with 6% but they want security for their 
money. When we go in and we loan a bank $1,000.00, there 
is no security for the money. 

MR. BUKATOR: What is that house with 
a chattel mortgage against it but security? 

MR. SIMON: Chattel mortgage? 

MR. BUKATOR: Yes. The mechanic's lien? 


MR, SIMON: The mechanic's lien is not 
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Meu et. 


a chattel mortgage, nor is it a mortgage in any 
possible way. You have got to sue, you have got to 
get a judgment before you can collect your money. 

MR. BUKATOR: You are teaching me the 
wrong business, I'm in the real estate business, 

MR. SEDGWICK: I have just one 
question, When Mr, Sugar gave evidence this morning, 
he said that on their particular contract they put down 
the amount of the cash payment and then at the 
bottom of the contract the amount of payments and the 
number of months, but they did not specifically set 
out the amount of the financing charge. Do you on 
your contracts set out the amount of the financing 
charge? 

MR, SIMON: In dollars? 

MR, SEDGWICK: In dollars, Because, 
for instance, taking your own sheet, if the contract 
were for $3,000.00 and it was payable over 60 months, 
the financing charge would be $1,665.00, That's from 
your own (next few words inaudible). That means $77.00 
a month for five years. Now it may be that you find 
it inconvenient to put the percent in, but should not 
your contract at least show this much? Cost of work, 
$3,000.00, financing charge $1,665.00? That would tell 
the man how much he is paying, wouldn't it? 

MR. SIMON: It would, It also might 
knock the deal out, for the salesman, 

MR. SEDGWICK: I know that, but it 
would knock it out because, as Mr. MacDonald said, Mr. 


Bukator said, he knew what it was costing him, But surely 
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in either dollars or in percentage he is entitled to 
know the cost of the financing and your man knows 

it because it's on your own printed sheet. a O aie 
your salesman knows it why shouldn't the buyer know it. 

MR, LAWRENCE: So that he can then 
shop around a little, 

MR. MACDONALD: Notwithstanding Mr. 
Letherby, this is one of the objectives of this 
Committee, or else we will go out and fight it beyond 
in the hustings. 

MR, LETHERBY: I gather, Mr. Chairman, 
that my friend here made this very clear to the man 
Whose debts you were consolidating, the amount of 
money or the credit that you were extending him and 
the amount that he was required to pay. 

THE CHAIRMAN: In dollars but not 
percent. 

MR. LETHERBY: So I figure the man 
knows what his obligations are and goes into it with 
his eyes open, George, and then has a nervous 
breakdown some weeks later, That's no time then to 
start crying. 

THE CHAIRMAN: Gentlemen, are there 
any more dquestions? 

MR. SIMON: Also something else, When 
a man goes into a home and says: ‘Look, this is what 
it is going to cost you. It's going to run you 60 
payments of so much money", And the man talks to his 
wife for a minute -- this is what happens in 90% of 


the homes -- he says: "Dear, do you think we can afford 
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$39.00 payments" -- and they will discuss it among 
themselves, But the rate of interest here is no more 
than the rate of interest with the larger finance 
companies -- Household Finance and IAC -- they are 
all in the same range. There might be a variation 
(rest of statement inaudible). 

THE CHATRMAN: Any other ouestions? 

MR. ROWE: Just one. I was interested 
in your sideline business of consolidating the person's 
debts. Does Stag do this consolidation or does the 
finance company do it? 

MR. SIMON: (Inaudible) It is written 
right into the contract. Mr, and Mrs. John Smith will 
receive $1,000.00 to pay off Household Finance and so 
on. 

MR. ROWE: That's part of your contract? 

MR. SIMON: Yes, That's in our 
contract and the payments are made up, the contract 
price is the amount of the consolidation and the 
amount of the contract. 

THE CHATRMAN: Mr, Irwin, I believe, 
has one question. 

MR. IRWIN: Following Mr. Rowe, Mr. 
Simon, I assume there is no reason why you shouldn't 
answer this. You do get some reward from the finance 
companies from the financing charges that they collect? 
In other words, you get some rebate from them? Is 
that not correct? 


MR. SIMON: We did about three years 


AZO. 





cin y me eM 


i ia 



























“ite ah: ase vit vont ina sebagai 
ie LE stile thy ty ae rein oie 4 tr it ‘ait 
Mh i ur sas Mg ti De asda, Breveunon'it hae “spina 
ies re AR Ga SOURS: sabe kee the 


4 APY: , } \ 4 ihe ri 
Se RN NN EAR yy 


Cortical Akama tt edit tes” aoe) 


AY Ata Cee ie me i | SPAM FT RET Bee 


bh o H h« , 7 ' ‘ Whe, ~y 
; ni vee sa vey ‘i sa, {, AY a: pea , a Of We is 





ny a 


Bi been a ach) ate MRE Le a itwlee: hal 98 igh Hl 
oi eek. to aratiiloww) aay ob aah doth | Neto 
Wis ‘qd creme woecmLey 
Linen te est eo Tele aamy) phe, one 
ie i cy Ei ey ae Ee CRE | ord ah OH), O00, fh ovine 
| afte 
| Peta Pe by ee aes ae 
ied Meme) att well Lusy  »HOee FM 
Pop vena ey tid. tat whemn sited  Hetoares.' add bee toantian. i 
1 Th a ar i ty iy fel hy Od walt ae strc ‘aie aL atti i ! 
| Seber dis ta" doves 


i 


i" Ms WOv LA fete cant suet high bia ty \ “a ” Mh ‘y 







iy A : j 

¥ Py NY ve een ; r : mii Wi (uid : 
ay Nr May i ed yer yt | i" boy pip ot i Af sieve . hae byt i 

Vien bY ith l i 1 : hy H 
i I i f F fi 


Me af 
yi! 


Nia i tal a “yt roan, ce te pa i ea j ce - 
pdinecrt Se th act Bet guert ont dy ob Casi ae 


[ Pe N reas een ! brite eee n 













Nae base nw Gs! Hee, ite 


ANGUS, STONEHOUSE & CO. LTD. 





TORONTO, ONTARIO Simon 3663 
1 MR. IRWIN: You don't any more? 
2 MR. SIMON: Well, it was set up for 


3 this reason here, We also have -- money comes back 
4|from the finance companies when you set up service 

S| calls. But it was reserved in the event that a company 
6| had gone out of business, and with this reserve they 

7] would complete these service calls, doing work that 

8| had to be done, But there was never any money that 

9 changed hands, from a finance company back to us. 

10 MR, IRWIN: Well, this is unusual. 

11; I've had a lot of experience in this field and it 

12 is not at all unusual for the dealer to get a kick-back, 
13] Oddly enough, I don't see anything particularly wrong 

14) with it. But the real qeustion I wanted to ask was: In 
15|| your case if you don't get any rebate or participating 

16| interest in the finance charges on the ordinary contract, 
17 would you in the case where you also arrange refinancing, 
18] as in the case of the Sudbury man where you advanced 

19| to him or caused to have advanced to him another $2,000 
20 to settle other debts or to consolidate them. Would 

21] you get anything from that? 

ee MR. WHITE: Well, when you sell that, 
23| do you just keep that paper from the acceptance 

24|| company, do you mean to say they are charging you a 


25 discount rate when they sell that 26%? 


26 MR. SIMON: Charging us a discount 
27 rate? 
28 MR. WHITE: I heard you say there is 


29| no rebate as such, When you discount that paper does 





the discount offset all the 26% interest charge or some 
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smaller amount? What is the discount rate for 
Supplying your paper? 

MR. SIMON: We get 100% of our 
money when the job -- 

MR, WHITE: Well let's take this 
sudbury man. A $2,000.00 job and you loaned him 
$2,000.00 -~- was that 16? 

MR, SIMON: Yes. He had a $4,000.00 
contract, 

MR, WHITE: $4,000.00 over five 
years, The interest would be about $5,000.00, 

MR. SIMON: What? 

MR. WHITE: 42,000.00, Now he owes 
$6,000.00, 

MR. SIMON: He would have 60 payments 
of roughly $100.00, 

MR, WHITE: When you sell that $6,000.00 
paper -- 

MR. SIMON: We aren't selling a $6000.00 
paper -- all we are selling is a $4,000.00 paper, 

MR. WHITE: Well, the gross is six 
and the net is four, 

MR, SIMON: Our contract is $4,000.00, 

MR. WHITE: And you get $4,000.00 
only? 

| MR, SIMON: We get $4,000.00 and in 
return we make a $2,000.00 pay-off to Household Finance 
or IAC or whoever it is. 

MR, WHITE: I'm surprised you can't make 


a better deal than that. I'm surprised you can't have 
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a discount of six or seven percent back, The rate 
is not comparable with other rates that I hear about, 

THE CHAIRMAN: Is there anything else? 
Thats all, Mr, Simon, thank you very much, 

MR. SIMON: Thank you. 

THE CHAIRMAN: Gentlemen, we have Mr. 
ivan P, Phelan of the Avon Products of Canada Limited 
with us this afternoon. Mr, Phelan has come from 
Montreal especially to be here today and give the 
Committee the advantage of his company's many years 
of experience in door-to-door sales, I'm sorry that 
we have detained him as long as we have because it 
may not be possible for him to make his flight back 
to Montreal at ten after five, But we do appreciate 
your coming here this afternoon, Do you prefer to 
have the members ask you a few questions or would you 
care to make a statement to the Committee first? 

MR, PHELAN: Whichever is oe 
convenient, | 

THE CHAIRMAN: Which would you prefer? 
Would you prefer to make a statement about your Roane? 

MR. REILLY: I think we would like to | 
hear about the company, Mr. Chairman, 

MR, PHELAN: This may take a good deal 
longer than you anticipated, (Laughter). 

MR. REILLY: You've got a captive 


audience, 
MR, PHELAN: Well, we have been in 
Canada since 1914, I have been with the company 30 years, 


except for a five year period when I was overseas. 
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1 We started rather small and we 
2 are now rather large. We have just under 300,000 square 
3 feet in Pointe Clair just outside of Montreal and 

4 we manufacture probably the finest cosmetics in the 

5] world, (Laughter). 

6 We are also the largest company 
7| selling cosmetics where it is by door-to-door, or 

8] over the counter or however it is, Our field force 

9 consists entirely of women who sell the merchandise 

10| part-time, Normally these women work with us to 

11 supplement their normal home income, There are some 

12] who do this as a full-time job, but most of them do 

13 it for, as I say, to supplement their income and we 

14] expect, also, that a lot of them do it in order to 

15] have a reason to associate with and sell a few friends, 
16 etc., and perhaps because they just like this kind 

17|| of selling, These people receive a considerable amount 
18 of training from us and of course they are supplied 

19] with a rather complete catalogue of merchandise, They 
20|| are urged to sell within the vicinity of their homes. 
21] This is a convenient way to do things and it cuts down 
22| on travel time and makes it easier for us in the matter 
23] of training and replacements. 

24 The normal pattern of selling 
25|| is just taking orders in a small book, of which I have 
26) a specimen here, and to deliver the merchandise any time 
27| up to three weeks later, The year is divided into 

28| 17 or 18 selling cycles and these selling cycles have a 
29| very precise objective which I can describe to the 


30|) Committee if they wish. But at the end of the selling 
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cycle or campaign, as we call it, the representatives 
as we call them, send the orders into us. We package 
it from our supplies at Montreal and send it back to 
her, She then goes out into the area of her sales 
territory and delivers the merchandise and at this 
particular time she receives the money for the goods 
that the customer has ordered, 

We urge her to use that 
opportunity to take from the customer an order for 
future delivery three weeks later, This way she 
keeps a@ cycle of selling going and if she becomes 
familiar with the client she develops a knowledge of 
what that client needs and what that client might 
want. Toothpaste, for example, lasts six weeks, 
toothbrushes last six months, shaving cream lasts a 
month and so on, and she has these things marked down 
in her own records which help her to promote the sale 
the next time she comes back, 

We have no contractual arrange- 
ments with her, All we ask her to do is go out in 
her territory and sell this merchandise and she has, 
from the date that she receives the merchandise from 
us, she has three weeks in which to pay for it. This 
three week period just happens to coincide with the 
time she next sends in her order, so that she is 
always carrying, or we are always, carrying her for a 
three week period, which, in effect, is a campaign. 

At certain times of the year, 
such as Christmas, the selling campaign is reduced 


to two weeks because there is a great demand for the 
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merchandise to be delivered to the customer in time for 
Christmas delivery and we have to shorten things up. 
But normally the three week period seems to cover 
things pretty well. 
These people are completely 
independent. We call them representatives but they 
are called, more precisely, I suppose, independent sales 
agents or commissioned agents. We don't prescribe the 
price at which they sell the merchandise but we do 
recommend it. I suppose you people who are attorneys 
appreciate that we can't set some of our prices, 
Much of the merchandise, I 
must confess -- not much but some -- is bought by the 
representative for her own use and our sales, of course, 
at this time of year reach astronomical proportions, 
because of the fact that many representatives will be 
giving merchandise as gifts which they buy from us 
at wholesale rather than buy a gift over the counter, 
MR, MACDONALD: How do you select 
your personnel? 
| MR. PHELAN: We have a field force 
of over 150 District Managers. Some of this information 
is confidential and I will ask the reporter to please 
keep this -- we have 150 District Managers who are 
responsible for a group of these representatives. So, 
for example,in the City of Toronto there are, si ak MB 
recall rightly, 11 or 12 District Managers. And their 
object in life is to find the person who will do the 
selling, train her with the aid of a group that we call 


Beauty Counselors who have some skill in the handling of 
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cosmetics, This training period consists of, I would 
think, eight or nine hours over a period of time, 
not all at once, Over a period of two or three weeks / | 
It is done with the use of film and with books and, 
catalogues and other literature, Of course there | 
is always recourse, on the part of the representative, 
to the central office, 

MR. MACDONALD: Are these field 
managers on staff or aré they on commission? 

MR. PHELAN: They are on salary. They 
are paid from Montreal a fixed salary, which is a 
considerable salary for a woman and also paid a 
commission on the sales made by the representatives 
in her territory, for which she is responsible, 

It's very common -- as a matter 
of fact it is standard practice -- that when a woman 
leaves us, and this happens because women do get 
pregnant or do lose interest in selling for some 
reason or another -- she will recommend another friend 
of hers or a neighbour to take the job on. We don't 
have any trouble really replacing our staff. The 
only trouble we have in this respect is keeping up 
with the needs in the burgeoning areas around the 
larger municipalities. 

MR, MACDONALD: Do you ever extend 
credit? 

MR. PHELAN: I explained to you, sir, 
that the credit is extended on the basis of a el 
day period. Only to the representative, not to the 


- consumer, The consumer pays cash on delivery. 
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MR, MACDONALD: What is your procedure 
if one of your representatives comes to my wife and 
gets an order and she comes back and my wife has 
changed her mind and doesn't want it? 

MR. PHELAND: That representative will 
either keep the merchandise and sell it to someone 
else or, if she feels that she doesn't want to do that 
it can be returned to us for credit, As a matter of 
fact your wife could take the merchandise from the 
representative, if she were a friend, let's say, and 
she didn't want to refuse her, she could take the 
merchandise from her, pay her, and send the merchandise 
to us and we would return her money to her, 

MR. MACDONALD: In other words there 
would be no problem in your industry if there was a 
waiting period for a contract in which they can back 
out, because in effect they can back out now? 

MR, PHELAN: Operationally there is no 
problem, but we are not that enthusiastic about it as 
a matter of principle, 

MR, SEDGWICK: Well, you wouldn't be 
concerned anyway because you don't extend consumer 
credit at all. The credit is only to your agent, She 
can get credit if she cares to, 

MR, PHELAN: If she cares to. We, in 
the course of training, try to discourage her against 
it because this is a situation in which no small 
entrepreneur, such as our representatives, can undertake 
for any extended period of time, If she were to go 


into the business of extending credit, in time she would 
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Soon lose her customers, Besides the amounts involved 
are substantially very small, very minute compared 
to some, There is really no credit problem at all. 

MR. SEDGWICK: I really have no 
questions because I don't think you are within the 
Committee's authority, But one thing, just for the 
record, Your firm subscribes to and is a member of 
the Direct Sellers Association? 

MR. PHELAN: We are, 

MR. SEDGWICK: And you are aware that 
they presented a brief today? 

MR, PHELAN: Very much so, 

MR, SEDGIWCK: And I take it you concur 
in that brief, is that right? 

MR. PHELAN: Yes, 

MR, SEDGWICK: Although so far as 
credit selling is concerned, you really have no present 
interest in the matter? 

MR. PHELAN: Right, exactly correct, 

We are subscribers to the brief, But there are some 
companies -- we only have 15 members in Direct Sellers -- 
who would be adversely affected by what we think may 
be an objective on the part of the Committee to entrap 
certain less reliable people, We don't like the business 
of being included by inference with people who don't 
do business responsibly. 

I'm sure the Committee is aware 
of the fact from yesterday's presentation, that there 
are two severe requirements for membership in the Direct 


Sellers Association, One of them is that they be members 
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of the CMA, the Canadian Manufacturers Association, 
which ipso facto means that they manufacture their 
own goods from top to bottom or stem to stern, And 
the other requirement is that they sell door-to-door 
with an unconditional guarantee. This is true of 
all our members, 

MR. MACDONALD: In our phraseology 
of yesterday, this is one of the good guys. (Laughter). 

MR, PHELAN: If it's of interest to 
the Committee, the phrase did (next few words 
inaudible) -- at the time that I was President of 
the Direct Sellers. And we think that while the 
term is not precisely grammatical it is descriptive. 
I would only hope that the Committee, in its judicious 
efforts to protect the consumer, doesn't in its 
efforts evoke legislation which adversely effects 
the good guys. 

MR. REILLY: Mr, Chairman, I was 
going to ask Mr, Phelan, these representatives -- 
you said that if they got into the credit business 
they may soon be out of business, 

MR. PHELAN: Yes. 

MR, REILLY: In what way? 

MR, PHELAN: Since, as I explained 
at the beginning, they are selling in their neighbour- 
hoods and to their friends. I am sure you have heard 
of the old adage -- the way lose your friends is to 
lend them money. We think this is one of the lessons 
our people should learn early, and they appreciate 


this and do so, on this basis. 
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THE CHAIRMAN: Any other questions, 
gentlemen? 

MR. BUKATOR: We have a lady, anda 
very fine lady she is too, who comes around to our 
home and takes her order for another time, Only we 
have been invaded -- our house has been invaded, First 
I remember using your shaving cream, then a deodorant, 
then a spray deodorant, then after shave lotion, and 
I find that -- 

MR. REILLY: Maybe you needed it 
all right, George. (Laughter). 

MR, BUKATOR: That only proves the 
calibre of man that you are, Reilly. You always have 
your mind where the dirt is. 

Anyhow, getting back to the 
Avon lady. I think that you do an excellent job, 
especially the lady in our area, 

MR, PHELAN: I would like to suggest 
that all the members of the Direct Sellers Association 
do business the same way. There are many who seek 
to obtain membership in the Association but we require 
these severe conditions to which I have already referred, 

MR. BUKATOR: If you are always looking 
you might get Mr, Reilly to sell him some of that 
stuff too, 

MR, REILLY: If it's good enough for 
George, it's good enough for me, 

THE CHAIRMAN: Mr,Phelan, I don't 
think there are any other questions, We certainly 


appreciate your taking the time to be with us today and 
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presenting us with your experience, which I am sure 
will be a very great help to us. Thank you very much 
for being here, 

MR. PHELAN: If I can be of further 
help in any way I can come back, if you wish, 

THE CHAIRMAN: Thank you very much, 


We will take five minutes, 


---SHORT RECESS, 


---UPON RESUMING: 

THE CHAIRMAN: We have a representative 
here, gentlemen, from the Premier Finance Corporation 
Ltd., who we will be hearing from next. 

Would you care to introduce 
yourself to the Committee and tell them what your 
position is with the company? 

MR, LLYTLE: Dpane My name is Llytle 
and I the Assistant Treasurer of Atlantic Acceptance 
Corporation who are the parent company of Premier 
Finance Corporation Ltd. 

THE CHAIRMAN: Would you care to give 
the Committee some background about your company or 
would you prefer that we ask you some questions? 

MR, LLYTLE: Based on what I have 
been listening to today I would say that you have lots 
of questions from our side of the picture, 

Just a very brief outline about 
Atlantic Acceptance, It is a general sales finance 


company with its head office in Oakville. Premier 
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Finance is a wholly owned subsidiary which we purchased 
Some five, six years ago, It is primarily in the 
budget discount business of revolving credit. Some 
three years back the management of the Premier decided 
to go into the conditional sales contract business and 
went very heavily into financing the door-to-door type 
of selling. We have since removed ourselves from 

that field. But if we can be of any assistance to 

the Committee in clarifying any comments made, we will 
try or we will get the answers for you, 

THE CHAIRMAN: Very good. Mr. Sedgwick? 

MR. SEDGWICK: Well, the obvious first 
question, Mr. Llytle, is why did you get out of the 
business? 

| MR, LLYTLE: We found it a very 
difficult field to administer profitably. We quite 
frankly didn't like some of the sales tactics that 
we had to put up with. Our experience in collecting 
accounts and in bad accounts was considerably greater 
than in other fields of financing. This is just one 
field of financing that we are in. We did not find 
it profitable, or satisfactory. 

MR, SEDGWICK: When you say that you 
didn't like some of the sales tactics, it would be 
helpful, I am sure, to the Committee, if you could be 
specific, What sales tactics did you discover that 
you felt were bad? 

MR, LLYTLE: I have been making a 
few notes as we went along -- they may be a little 


erratic, but I'll try and pick them up as they come 
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1 through, Most of the points have been touched on, 

Z We found that the selling 

3 generally was in the high pressure selling, it was 

4 very difficult for us to be completely satisfied after 
5 we had investigated a prospective contract that the 

6 facts that had been presented to us by not only 

7 Selling companies, but customers themselves, were 

gi accurate, On occasion we subsequently discovered 

9 after purchasing a contract that the customer had, 

10| in fact, told us mistruths,. 

11 MR, SEDGWICK: The customer? 

12 MR, LLYTLE: The customer, yes. This 
13 is very difficult to understand or believe, As near 
as we could determine -- in most instances where 

it happened it was a case of a customer being oversold, 
on the benefits he would derive, And some instances 
of the customer being warned of our probable phone 
calls and we would check and he would be coached as 

to what to say. 

MR. SEDGWICK: Oh, Well I was going 
to come to that. It has been said to this Committee 
that before the finance company would make a payment 
on a note, the finance company would check with the 
customer, Is that so? 

MR. LLYETLE: This is so. This is the 
accepted practice. 

MR, SEDGWICK: By telephone? 

MR. LLYTLE:.. Yes. 

MR. SEDGWICK: But you have reason to 


pelieve that very often the salesman coached the customer 
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to give you an answer that would delay suspicion. Is 
that right? 

MR, LLYTLE: Unfortunately this 
has been established to be true in some instances. 

MR, SEDGWICK: And then I suppose 
later when you tried to collect on their obligation 
the customer would say that they had been defrauded 
or deceived and would object to payment? 

MR, LLYTLE: In the course of this 
final phone call, before we purchase the contract, 
we endeavour to outline to the customer his complete 
and full obligations to us, the fact that we are a 
sales finance company, that we are not part of the 
selling organization, There is quite often considerable 
confusion in the customer's mind between them, in 
creating a distinction. We outline the whole contract 
verbally. You understand that this is how much your 
siding was, these are the service charges and the 
total contract and you will pay this at X dollars per 
month starting on such and such a date, 

MR. SEDGWICK: And you would 
ordinarily, I suppose, get the customer's acquiescence? 

MR, LLYTLE: Yes. It takes quite -- 
you have to develop quite an art to ferret out these 


coachings that have occurred, 

MR. SEDGWICK: Would you also get from 
the seller, or from the customer a little document 
called a completion slip, certifying that -- 


MR, LLYTLE: It was our practice to 


request a completion slip. 
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MR, SEDGWICK: Yes. Did you ever 
have reason to suspect that those also were phoney 
in the sense that -- I have been told that many of 
them are signed at the same time as the note is 
Signed -- and before the job is even started, 

MR. LLYTLE: Our operations with 
people very definitely lead us to believe that this 
has happened, 

MR, SEDGWICK: The completion slip 
was not honest because it was signed before the job 
was started, never mind if it was completed. 

MR, LLYTLE: We are, of necessity, 
not talking about the majority of our accounts, but 
this has happened, We discovered situations like 
this, we are confident, 

MR, SEDGWICK: Did you have any 
recourse, under your system of financing these notes? 
By that I mean were you to find such a situation to 
exist, did you have a right to return that particular 
piece of paper to the seller and debit his account 
with it? 

MR. LLYTLE: Yes, Our, what we call, 
non-recourse endorsement covers fraudulent contracts, 
Under the terms of the endorsement we have the right 
to return them to the dealer. 

MR, SEDGWICK: But I suppose -- 

MR, LLYTLE: This is sometimes not 
practical. 

MR, SEDGWICK: I was just going to 


say, in many cases it wasn't practical because the dealer 
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was not sufficiently financed to take them back, 

MR, LLYTLE: Or unwilling. 

MR. SEDGWICK: Or unwilling, yes. 

Was it your practice to give any 
part of your finance charge as a rebate to the 
dealer? 

MR, LLYTLE: At the time of purchasing 
the contract -- perhaps I should back up a little bit -- 
when we first had contact with the dealer with the 
prospect of buying paper from them, we would discuss 
the terms under which we were willing to buy paper, 
the type of customer we were willing to finance, and 
the terms we would accept, the rate charge to be 
used and what would, if any, would be his participation, 
There are no firm, set rules, and what we would do 
is establish with each given dealer a programme and 
we would set aside, at the time of purchase, what 
we called a dealer reserve. We set this aside as 
a liability on our accounts, 

In some instances we would pay 
portions of this to the dealer on a regular basis, In 
other instances we would retain it. We always retained 
some for fraudulent contracts or -- 

MR. SEDGWICK: Or if not fraudulent, 
not honest, is that right? 

MR LLYTLE:) Yes. 

MR. SEDGWICK: Percentagewise what was 
your dealer reserve? 

MR, LLYTLE: I am guessing, sorry, 


an average of 15% of the service charge. 
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MR, SEDGWICK: So if the service 
charge was $100.00 you would set out $10.00 in 
your dealer reserve, is that right? 

MR, LLYTLE: Yes, 

MR, SEDGWICK: And that would be 
carried over the period in which you had any of 
that dealer's paper paid, is that correct? 

MR, LLYTLE: That's right. 

MR. SEDGWICK: And then at the end, 
your experience has been 100%, I suppose he would get 
100% of that 10% reserve? 

MR, LLYTLE: If in the interim our 
experience based on our delinquency record was 
satisfactory, we conceivably would release a portion 
Grete 

MR, SEDGWICK: And correspondingly 
if you had unsatisfactory experience he might well 
get nothing? 

| MR. LLYTLE: Yes. 

MR, SEDGWICK: I interrupted you, Go 
on, 

MR. LLYTLE: There is another reason 
for retaining this, and this is in the uncertain field 
-- particularly where they are excellent credit risks -- 
are incidents of customers paying up the accounts 
before maturity is high, then there would be a reversal 
of the reserve and also a charge back at the end to 


the dealer, 


MR. SEDGWICK: That would be under 


the heading of rebates, Isn't that right? 
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MR. LLYTLE: Yes, 

MR, SEDGWICK: Yes. And that would 
be proportionate to the time of the whole obligation? 

MR, LLYTLE: Yes, under what is called 
the rule of 78ths. 

MR. SEDGWICK: And as to your security, 
it is pretty obvious that you can't get anything in 
the nature of a conditional sales contract on siding 
on a@ house, You would have, of course, the note from 
the customer -- 

MR. LLYTLE: This was the practice, 

MR, SEDGWICK: Yes, and then you 
would have the endorsement of the dealer? 

MR. LLYTLE: Generally speaking we 
were buying non-recourse, 

MR. SEDGWICK: I see, Then you would 
have the primary security being the note of the 
customer and then did you have any sort of a lien on 
the land? 

| MR, LLYTLE: Depending on the individual 
circumstances and the dollars concerned, we would on 
occasion request a mechanic's lien be filed, 

MR, SEDGWICK: I see. And then you 
just file your mechanic's lien, Would you proceed any 
further with the mechanic's lien other than the filing 
of the lien itself? 

MR, LLYTLE: No, 

MR, SEDGWICK: Just file the lien as 
sort of a holding security? 


MR. LLYTLE: A holding security. 
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MR, SEDGWICK: Because you real ized, 
of course, that you would have to go through the 
complicated machinery of a mechanic's lien, 

ME, GLSTLE: Yea, 

MR, SEDGWICK: In terms of dollars 
could you give the Committee any idea as to how bad 
this type of account was? By this I mean if your 
ordinary mortality was about 1%, would this be 2, 3, 4, 
5 or what? 

MR, LLYTLE: Perhaps the easiest way 
is here -- our ground rules for delinquent accounts. 
We work towards maintaining a delinquency ratio of 
two to three percent, We have had as high, on 
occasion, as 15% in this type of business. 

MR. SEDGWICK: And by delinquency 
you mean a permanent and unrecoverable account? 

MR, LLYTLE: In this context I am 
thinking of accounts that are overdue, regular 
payments overdue 30 days or more, I do not have 
with me or in my head the loss figures, But they are 
higher than automobile financing. 

MR, SEDGWICK: You said earlier that 
you had given up this type of financing. When did 
you give it up? 

| MR, LLYTLE: We started cutting back 
on dealers that we weren't happy with in their 
operations about a little over a year ago, And then 
in June we ceased entirely. 

MR, SEDGWICK: And as to your rates. 


Did you have a special or rather let's say an especially 
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high rate for this type of financing or did you have 





Me aap On 


a uniform rate for any paper that you were taking? 

MR, LLYTLE: No, This is -- I have 
one of our rate charts here I will leave with you -- 
I think this is probably our highest rate charge. 

MR, SEDGWICK: I see. Then you 
have different rates -- 

MR, LLYTLE: Our lowest rate chart, 
as an illustration, would be the financing of new 
automobiles, Because they are fully secured as far 
as the security is concerned, We can always, if 
the customer can't pay, we can pick up the car and 
sell it on the market. Here basically all we have is 
@ promissory note, 

MR. SEDGWICK: I see, 

MR, LLYTLE: There is an old saying 
in the industry that you can't charge a high enough 
rate to make up for bad credits, 

MR. SEDGWICK: I suppose that's true, 
But you say that this is one of the worst types of 
business so you charge this on your highest rate card, 
is that right? 

| MR. LLYTLE: The highest rate chart, 
And in line with what Mr. Simon was mentioning. 

MR. SEDGWICK: Well I can tell you 
because I have it in my mind -- $3,000.00 for 60 months, 
would that be $77.00 a month? 


MR, LLYTLE: $3,000.00 for how many 


months? 


MR. SEDGWICK: Sixty -- five years? 
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MR. LLYTLE: Five years, $1,647.00. 

MR, SEDGWICK: That's what he said, 
Somebody said that works out percentagewise to 26.2%, 
Ear Ghat wicht? 

MR. DLYTLE: «Lothink ‘tives is pretty. 
Close, It's what you call an add-on rate, 

MR.. SEDGWICK: Yes, 

MR. LLYTLE: One you usually look at 
as $1,000.00 for 12 months, which is $134.72 -- that's a 
13.4 for add-on, 

MR, SEDGWICK: Yes. And would your 
rates as shown on that card be comparable to the 
rates charged by other finance companies who were 
willing to do this particular type of business? 

MR. LLYTLE:* Yes. “Luv iatquite 2 
competitive industry, in the financing field as well. 

MR, SEDGWICK: There are still some 
firms doing this kind of business, and Baker is one, 

Do you know the Baker firm? 

MR. LLYTLE: I know of them, yes. 

MR. SEDGWICK: When you did do the 
business, did you confine yourself geographically? 

MR, LLYTLE: Unfortunately, nieideaie 
we did not. This was a large mistake, If the pressure 
selling was removed and you restrict yourself to a 50 
mile radius of your area, it can be quite a satisfactory 
business. 


MR, SEDGWICK: I think that's all my 


questions, 


THE CHAIRMAN: Mr, Irwin, do you have 
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any questions? 

MR, IRWIN: Yes, Mr. Chairman, Mr, 
Liytle, following on this question of the participation 
by the dealer in the finance charges on the contract, 
it seemed to be evident this morning that at least one 
of the people involved, one of the companies involved, 
weren't too clear as to what extent they participated 
in this arrangement, 

MR, LLYTLE: My experience is this 
would be a@ very great surprise to me if they didn't 
know what they were expecting to get, The ones we 
were doing business with were very sharp on this 
participation set-up, 

MR. IRWIN; Excuse me if I go back, 

L think you just explained to Mr, Sedgwick how rather 
complicated it can become in determining how much 

the finance company will actually pay back to the 
dealer, the amount of your reserve in relatim to 

the continued liability and all this kind of thing, 
you experience with them -- 

MR. LLYTLE: Perhaps I should outline - 

MR. IRWIN: It isn't really too clear 
to the dealer -- you can't really predict too well 
how much he is actually going to get back, 

MR. LLYTLE: Perhaps I should outline 
our general policy insofar as these reserve accounts 
are concerned, For each account that we purchase from 
a dealer we prepare a billing set or an account card, 
On this is the bulk of the information relative to the 


account, including the dealer reserve section, With 
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the cheque to the dealer a copy of this goes to him, 
So he is continually told, month by month, how much 
we are crediting to his account. Then our manager 
monthly is supplied from the central accounting office 
a statement on each of his dealers of the opening 
balance on his account, the new business purchased 

and charge-backs or releases to the seater Generally 
Speaking these managers then, in the course of their 
normal visits, their sales visits, will go over this 
statement with the dealer, 

MR. IRWIN: Yes. I don't think there 
is any disagreement here about that. But while you 
report to the dealer the status of his reserve the 
actual amount you would be willing to pay him out at 
the end of the month -- he couldn't really determine 
that beforehand. 

MR, LLYTLE: If he's a well-staffed, 
sound dealer with a low delinquency ratio, then he 
has a basic pattern that we will retain in this 
account -- 1% of the outstanding accounts, 

MR, IRWIN: I think the only point 
I just wanted to make clear, This morning it seemed 
that these people were being evasive. I don't suppose 
they were, The man couldn't say definitely, particularly 
if he hasn't got a pattern established, well established 
like a General Motors car dealer, who can predict pretty 
well what he's going to get in the way of rebate, 

MR. LLYTLE: He knows how much money 
he's going to get on the 15th of the month, 


MR, IRWIN: But the ordinary dealer of 
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the type we were talking about, this morning, couldn't 
really predict accurately what he was going to get 
from the finance company. 

MR. LLYTLE: In many of these instances 
the finance company wouldn't be prepared to say what 
it would release, 

MR. IRWIN: Even though you knew 
you had credit available to him you wouldn't be 
anxious to pay it to him. That's the point, 

MR, LLYTLE: This is basically an 
operating business decision in the light of all the 
business and the circumstances as to how far you are 
prepared to go with that, 

MR. IRWIN: The next point is, on 
your chart -- I guess an official copy of this should 
go to Mr, Harcourt, but I'd like a copy myself, if 
I may. Would -- I'll ask you the question that seems 
to be close to my heart in a professional way -- would 
you find it difficult to prepare a table similar to 
that, but adding to it the percentage rate for each 
of your range of loans? So that the dealer could 
declare this to the customer? 

MR. LEYTLE: An accountant likes to 
say anything is possible, One thing that I did notice 
-- I'll digress a little bit to answer this -- both 
this morning and this afternoon, is this question of 
contracts not being completed in the presence of the 
customer and the service charge not showing. This was 
a real bone of contention with us, We feel that by 


always showing the amount of the charge, the dollar 






































~ 





Ton A 2 
| Mabieoo canteen ated italien 
Pag ot SateE aE tn seman goon wn i 

| aponedan eredy to Yaew oe cei jae | | : a fe 
Sew. cca ot bonsasd od MebiWOW Ynagheo Someatt ott | 
| seagelot bivow at 


MOK Oy Aa a? evil s WAS. 5M 


i 


ed Moablivew seg ahd ov sidatkave tibexo. bed voy | ‘ 
.dotog ocd e' dad? mid oF Ff Ysq ed avotxas | 

12 ylieotead at atc’? «OR AM ' 
od [is to gentl scot at potetosd: gasntard ankvstedo 
S12 WO. Tey woo OF BS Baostenmetio sav bas eeentaud § 
.derid sitkw og ot bewsqoud 

mo ,af 0ntog tx edt SAT WAE 48M 

Sipors olde to yogoo Jahok?to ns ease [-<-+ tesdo toy 
ik ,tieeveryqoo # sats b'l dud ,duo0tsH a o¢ of 
ame Cscit moldaeup eae og oes LIT == bivow yea I 
biuow «- yaw fecotegetotq ant dised yr oF enote od o¢ 
o? saiimbe efdagv.8 etagena of SlwelTsLe gt bait oy 
fons ot stet egernéoved of? 0h od guthbs god gad 
ninco astaeh oth dedd of  Pansel Io sanet toy Bo 
Promo dats: ed? - elit cia is 
of HsHtii tonetovcooem, A Aan vi | Piss | 
colton bid 1 ¢ede gatdt m0 .,eldteaog at antuitane wee } 
Hdod -» ards ewes ot tid otdons & coum Ai Pe, 
to noldvesp efdt- st peda itn | 


sees aos 





To 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Llytle 3688 





amount, on the contract the customer gets the 
information that is necessary for him to make an 
intelligent decision as to whether he wants to finance 
this or whether he wants to go ahead with the deal 

at all. We are definitely against not having fully 
completed documents before they leave the customer, 

We feel that the dollar value serves the purpose, 

MR. IRWIN: Well,perhaps I am putting 
you on @ spot. If so you don't have to answer. But 
leave aside the assumption as to whether this is 
sufficient information for the customer to make a 
valid decision, maybe it is and maybe it isn't. I 
don't know, But let's assume it wouldn't do him any 
harm at any rate to know the rate on top of what you 
give him, 

MR, LLYTLE: I understand there 
is considerable research going on in the Federation 
of Sales Finance Companies which is the organization 
of the companies. We at Atlantic have not had any 
discussions along these lines for me to answer your 
question properly. 

MR, IRWIN: I gather that you prefer 
not to. 

Would your experience with 
bad debts, losses -- in fact would there be any? I 
know there would be delinquent payments, this kind of 
thing, but do you ever as a finance company run into 
the situation where you absolutely and finally write 
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MR, IRWIN: Would you first, before 
you did that, would you attempt to recover from the 
dealer? 

MR, LLYTLE: In the case of a write- 
off account that for various reasons -- perhaps a 
man's circumstances have changed and it's a logs on 
eS NOnerecourse Daetls. Werhave torabsore themlogu.) lL 
it 1s a fraudulent contract, if it's a known fraud, 
you go back to the dealer, 

MR. IRWIN: Yes. 

MR, LLYTLE: I don't have any figures 
with me, but we have written off on our accounts 
considerable dollars, 

MR, IRWIN: Have you any idea what 
that would be in percentage? Percentage of the per 
year, that is the actual debt on write-offs per year 
of the total contracts written in the year? Do you 
happen to know that? 

MR, LLYTLE: I don't have that, but 
we are in the process of developing this type of 
information for our own purposes. But I would have 
to geu it for you if you want it. 

MR. IRWIN: Would you guess it would 
be very low -- something like 1/2 of 1%? 

MR, LLYTLE: 1/2 of 1% is the target. 
If you will pardon my reaching in the air and pulling 
a figure out, this would have to be in excess of 5%. 

MR. IRWIN: You think it would reach 


that high? 


MR. LLYTLE: As I said, we are liquid- 
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1 ating this now, At this stage of the game we don't 
> know. I'm guessing; something of that order. 
3 MR. IRWIN: That wouldn't be across 





the board with all types of contracts written by 
your firm? 

MR. LLYTLE: No, I am referring to 
this particular type of financing. 

MR. IRWIN: Well then, taking this 
particular type of financing and setting that aside, 
and taking all other types of financing and dealing 
with that, this is what I am trying to establish, 
if on all other types of contracts your absolute 
dead loss write-offs were 1/2 of 1% of that total -- 
are you saying then in this type of contract it 
might be as high as 5%? 

MR. LLYTLE: That's right. It would 
be 1/2 to 1% in ordinary consistent financing, and 
in this particular situation it would probably be 5% 
or something of that order, 

MR, IRWIN: Ten times as much? 

MR, LLYTLE: Yes. But I am reaching 
there because I don't really have the facts as yet, 

MR. IRWIN: Thank you very much, 

THE CHAIRMAN: Mr. Reilly, do you 
have any questions? 

MR, REILLY: Yes, Mr. Chairman, I 
suppose Mr, Llytle calls himself a non-moving partner 
to the door-to-door salesman under the circumstances, 


28 


Those that you mentioned particularly were high-pressure 
29 


the fact that the customer perhaps had to reassert the 


30 
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truth, The finance company would call the customer 
and under those circumstances the customer anticipates 
the call because he has been coached by the salesman, 
The completion slip that is Signed in advance before 
the job is completed. Those are the reasons that you 
gave. Are there any other reasons? 

MR, LLYTLE: For being unhappy with 
this? 

MR. REILLY: Yes, with this particular 
deal. 

MR. LLYTLE: Basically these are the 
problems that arose. We found it took an awful lot 
more conversation with the dealer to reject a home 
improvement deal than reject an automobile deal for 
credit reasons. 

MR, REILLY: Well you told us that 
your preferred rates were in the automobile section, 
and this other is a 26% or 26.2. What would be your 
rate with an automobile dealer? 

MR. LLYTLE: Roughly, in simple terms, 
15 to 18%. 

MR. REILLY: So that this case that 
Mr. Bukator and myself were discussing a little earlier; 
up in Sudbury where a chap wanted to consolidate his 
funds and under those circumstances he was paying 26%, 
I suppose he couldn't have gone to the bank on the 
basis of time nor on the basis of security. 

MR. LLYTLE: This was one aspect of 
the financing that we did not relish. We did not like 


this consolidating. For one reason we have a loan 
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company that we -- 

MR. REILLY: This is very common 
Chou, Siar gee? 

MR, LLYTLE: At one point it was. 
We, about two years ago after six months experience 
of this -- in fact, surprisingly, we are ashamed to 
admit it, it went on without our knowledge for a while 
by coaching customers -- but we cut it way back. Mr. 
simon gave the illustration of dollar for dollar. IL 
believe we cut it back to a maximum of twenty-five 
cents for a dollar. Twenty-five cents of consoli- 
dation for a dollar of aluminum siding. The last 
few months we did business with these people we were 
taking no consolidation, 

MR. REILLY: The type of security 
that would be offered to the bank wouldn't be 
satisfactory? 

MR. LLYTLE: No. These were generally 
fairly rough credit risks. The security basically 
was the promissory note. A banker, in most instances, 
just would not be interested. 

THE CHAIRMAN: Mr. Rowe? Mr, Edwards? 
Ni, Kerns 

MR. KERR: You heard Mr. Simon earlier 
say that he would not favour showing the finance 
charges let alone the interest rate, and he said words 
to the effect that it would pretty well aueer most 
deals. Now, were you aware or would your company be 
aware of these forms that were not filled out completely, 


or would they just be filled out by the salesman at a 
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later date or by somebody like Stag, and then sent 
to you and as far as you are concerned it was a properly 
Signed contract? Is that the way it worked? 

MR. LLYTLE: Until we became a little 
more sophisticated at it -- quite frankly we were 
not aware that these were not being completed. When 
we discovered it, primarily through the phone checks, 
through a customer who wasn't properly versed, we 
proceeded to clamp down on them and we were confident 
that we were successful. People who would refuse to 
complete them properly, we stopped doing business 
with immediately. But the basically reputable 
organizations that we stayed with, generally speaking 
to our knowledge, proceeded to complete them properly, 

MR. KERR: Now do you think Mr, White's 
example of the $800.00 sale and ending up with 
finance charges of $1,000.00 -- would this be possible 
as far as your company is Bunctined? Wouldn't you see 
there was something wrong? Is there some way to 
get around that? 

MR. LLYTLE: Definitely. People are 
very good at finding ways to get around us, 80, Say 
to the illustration, we just would not accept the 
contract with what they call "packed rates", This is 
what is called packing the rates in the industry. We 
wouldn't accept the contract on this basis. 

MR. KERR: No, but the point is you 
wouldn't know. 

MR. LLYTLE: We would not buy a 


contract until it was completed in full, what we call 
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the discounting, when the sale price and the dollars 
are filled in. Whether they were filled in in the 
presence of the customer or not is another question, 
But we would not accept an incomplete document. 

MR. WHITE: Well, that's the way this 
works, The contract is filled in in part only with 
the customer -- let's take this illustration, $30.00 
for 60 months, $1,800.00. The fellow gets back to 
his office and he writes down your 26% and adds it 
in and comes upwith a balance of $1,200.00 and something 
and he adds it to the principal, 

MR. LLYTLE: At the time of phone 
checking our final check before we purchase the 
contract, we would follow the practice in conversation 
with the customer of outlining those figures. "Is this, 
or do you understand this to be true?" And we would 
ask, "Was this signed in your presence? " And if the 
answer was No, we didn't want it. 

MR. WHITE: The only point I was trying 
to make is there is a lot of fooling around between 
the principal and the interest in these cases. 

MR. LLYTLE: Conceivably possible, 

MR. KERR: All they put in is the 
amount per month and the number of months. 

MR. ROWE: He said they put in the 
total contract price too, 

MR. WHITE: He said that this afternoon 
but he didn't say that this morning. 

MR. LLYTLE: It is our policy to require 


a fully completed contract before it is presented to us. 
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If it wasn't completed we would send it back, And 

if it was two different colours of ink and it wasn't 
initialled by the customer, again we would say: "Look 
this has got to go before the customer", And we 

had to determine from the customer, was he fully aware 
of this and was it done in front of him, in an attempt 
to week out these poor dealers, these people whom we 
dislike doing business with, 

MR. KERR; But you did encounter 
Some of this type of selling on the part of the dealer? 

MR. LLYTLE: Oh, we did encounter it 
and tried to either eliminate it or remove the dealer, 

MR, KERR: You really make those 
long distance calls? 

MR. LLYTLE: Yes. This is comparativel 
new, or fairly new. We started this about two years 
ago when it became apparent from some of our delinquent 
follow-ups, where we are obliged to make phone calls, 
that the facts as presented on our files were less 
than accurate. We determined that it was an absolute 
necessity that we phone the customer at the time of 
the sale, before installation, and then when we were 
ready to write our cheque out. Otherwise we were 
creating problems for ourselves; we tried to eliminate 
the problem, 

MR. KERR: The copy of the contract 
that you receive, if you had said that to the customer, 
that would help the situation, wouldn't it? That as 
far as you were concerned, when you got the contract 


it was for all intents and purposes a properly completed 
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contract? 


MR, LLYTLE: In our contract sets 
there is a copy for the customer, We ask the selling 
firm, "Did the customer get it?" We ask the customer, 
"Did you get it?" We are trying to cover these tracks. 
Sometimes it wasn't successful because of practicability 
Ultimately every customer receives a coupon payment 
booklet with a pad of IBM coupons telling where to 
make the payments and how much, At this point it 
is a pretty impressive envelope and he very quickly 
becomes aware of his committment, 

MR.KERR: Do you have any balloon 
charges in this type of contract? 

MR. LLYTLE: Our general rule is 
we don't want balloon payments. In this particular 
type of financing it would be considerably less than 
1% of the contract if we ever had balloon deals. It's 
not good financing. 

MR, KERR: I don't imagine you ever 
attempt to repossess, particularly a storm door or 
something like that? 

MR, LLYTLE: No, It has no value. 

It would cost us more to repossess than it's worth. 

MR. KERR: You mentioned that you file 
a lien. In a situation where you have a contract 
being financed over a two year period, say, you wouldn't 
file a lien in that case, would you? Because this is 
a form of saying that you think there is something 
the matter with the credit, there is a default of some 


type. You would probably register the conditional sales 
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contract against him, is that what you are doing? 

MR. LLYTLE: Yes. Notice. 

MR. KERR: Say it's for a two year 
period, many times the customer doesn't even know -- 
he just pays according to the contract. 

MR. LLYTLE: Yes, 

MR. KERR: I don't know whether this 
question was asked or not. I wonder if your industry 
would object to showing the interest rate on its 
contracts? 

MR. LLYTLE: Unfortunately I am 
not in a position to speak for the industry. In 
talking to our operations people, from a practical 
standpoint they feel that the dollar value serves the 
purpose. But the Council would probably have some 
thoughts on this. 

THE CHAIRMAN: Mr, MacDonald? 

MR. MACDONALD: Mr, Chairman,I wonder 
if I might ask Mr, Llytle-- I'm very curious about 
this business of the consumer having been coached, 
Exactly in what areas would he be coached that would 
mislead you? 

MR, LLYTLE: I made a note here on 
this. The question of lead fees, a bonus to the 
customer, using his house for a demonstrator -- when 
we started to clamp down on this sort of thing, what 
they call "freers" in the trade, we issued an edict to 
all our dealers: We don't want freers. They are 
nothing but trouble. So we then of course had to 


determine that it was a freer. For a while we were 
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determining it in conversation in our phone call to 
the customer, And we were turning up the freers, 
All of a sudden, with certain dealers, there were no 
more freers, It just didn't happen, Well, this 
creates suspicion in the mind of a good sales finance 
man, We proceeded to dig a little harder and start 
questioning these customers at great length to the 
point where some of them did actually break down 
and say the salesman them that the credit department 
would phone and if they told the credit department 
what was going to happen, that they were going to 
get this free bonus, then there would be no bonus, 

MR. MACDONALD: Was it solely in 
that kind of an area, that kind of problem? Or were 
there other areas? 

MR, LLYTLE: This was the biggest 
problem we had, There were other difficulties about 
committments that the salesman had made to the customer, 
That the customer could come in 50 or 60 days and 
pay off with no charges or a year from now there would 
be no charges, which wasn't necessarily the fact. 

MR. MACDONALD: Did your company do 
business with some vacuum selling companies? 

MR. LLYTLE: Yes, we did, 

MR. MACDONALD: Kerby, for example? 

MR, LLYTLE: Kerby does not ring any 


bells with me. 
MR. MACDONALD: Kerby Vacuum, on 


Eglinton? 
MR. LLYTLE: Compact was one that we 
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1 did business with. And we may have done some with 


y) Kerby, but I don't know, 


3 MR. MACDONALD: You did, because I 

4 know, 

5 To what extent do you examine 
6 the contract? Maybe you have answered this question 
7 because when you found a fradulent one you turned 


8 it back. But to what extent do you examine the 


9 contract to find out whether or not it is a product 
10 of excessive high pressure selling or whether there 
11 were any elements of fraud involved? 

12 MR. LLYTLE: The personal element is 


13 what comes into play here, The efficiency of our 

14 buyers, how well do they know their job, how well 

15 do they know their dealers? Is he prone to pressure 

16 selling? If he is then in talking to the customer 

17 he is obliged from a practical standpoint to discuss 

18 the account with the customer at greater length to 

19 try and elicit more information and pull little tricks, 
20 Tricks to trip the customer up on this coaching, It 

21 boils very much down to the individual person who 

22 is on the phone talking to the customer. How good 

23 is he at his job. 

24 MR. MACDONALD: You mentioned earlier 
25 also that you had, in the initial stages of your business 
26 cast your net geographically too far, up to the north; 
27 and that you had withdrawn that. 

28 MR. LLYTLE: Our first step was to 

29 say to the dealers, Premier Finance will only have 


an office in Toronto and we will only operate within a 
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5O mile radius of Toronto, Now our parent company, 
Atlantic Acceptance, will consider deals in a 50 mile 
area of their own locations, in Sudbury for example. 

MR. MACDONALD: Do you recall any 
business that you had with Duro-Stone, in Downsview? 

MR, LLYTLE: Duro-Stone -- I'm sorry, 
< don 't. I'm the accountant, but I don't -- 

MR. MACDONALD: Just out of curiosity 
I would like to give you a copy of a contract and 
ask you to check on this one, because this is one 
that involves fraud. I have a letter from a reputable 
lawyer who points out that the name of the agent 
was erased from the contract, the name of the owner 
was erased and his wife's name was put down, And 
the contract was for 1895 for siding and ultimately 
the thing came to 2900 or $3,000.00, They don't 
understand English much, they are French-Canadian, 
They didn't really know that this is what they were 
getting into, 

MR. LLYTLE: Did this go through our 
office? 

MR. MACDONALD: Yes. 

MR. LLYTLE: I would be more than 
pleased to check it out, yes. 

THE CHAIRMAN: Mr, Lawrence? 

MR, LAWRENCE: You have no connection 
with Premier Trust? 

MR. LLYTLE: No, 

MR, LAWRENCE: What was Atlantic before 


it was Atlantic? 
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MR, LLYTLE: There has been no change 
in name. It started in Hamilton about 12 years ago 
as Atlantic Acceptance, 

MR, LAWRENCE: And you were in the 
home improvement business in a credit way about two 
years ago? 

MR. LOYTLE: Yes, 

MR. LAWRENCE: You were doing a great 
amount of it? Compared to other finance companies? 

MR. LLYTLE: At one stage of the 
game we were the, or Premier was the company here, 

MR, LAWRENCE: And this was also 
the time in the aluminum siding business when frauds 
and corruption were rampant? 

MR, LLYTLE: We were pretty green 
at the wrong time, I had some green people at the 
wrong time, We had a misfortune with the young 
gentleman who first got us into this field and created 
a lot of troubles, I think you are aware of some 
of them, 

MR. LAWRENCE: Your form had a 
perforated part and the bottom part was a promissory 
note? 

MR, LLYTLE: Yes. We subsequently 
replaced that will a billing set where the promissory 
note is actually another piece of paper, 

MR. LAWRENCE: Well, when you sent 
them to the dealers were they not actually attached 
to the contract? 


MR. LLYTLE: Would you like to see 
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this contract? 

MR. LAWRENCE: This is the one you 
have now? 

MR, LLYTLE: Yes, 

MR. LAWRENCE: Yes, I would like to 
see that. Do you have any of the examples which 
Mr. Simon gave us? 

MR. LLYTLE: In the sales finance 
industry the generally accepted practice is a 
conditional sales contract, the snap set, a four or 
five part snap set, for convenience the note is 
attached to the first one, perforated,with the comment 
"This note must be detached before signature", This 
is the practice followed in the sales finance field 
in general, Our home improvement is actually the only 
contract where the note is a separate piece of paper. 

MR. LAWRENCE: But, of course, the 
idea of perforating and tearing off the note, by the 
time it got to you it was so that you people would 
actually have no notice whatsoever of the terms of the 
contract really. 

MR. LLYTLE: My legal friends are 
more versed in this than I am. I believe this has the 
effect of creating an owner due course? 

MR. LAWRENCE: Yes. But I mean it 
was to your advantage to have the promissory note 
completely detached from the thing so that -- you 
people, in effect didn't want to see the contract. All 
you want is the note, 


MR. LLYTLE: The note is our security. 
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MR. LAWRENCE: This is your security, 
and it's really the only one that counts. Right? 

MR. LLYTLE: We, of necessity, must 
be aware of all the facts. 

MR. LAWRENCE: You don't want to know 
the facts in regard to most of the contracts actually. 

MR. LLYTLE: Oh, we wanted to know 
the facts in regard to the contracts because if we 
don't and we buy something where there is misrepresent- 
ation we are leaving ourselves wide open to a lot of 
trouble, A lot of problems anyway. At a minimum a 
lot of problems with collecting the accounts, 

MR. KERR: When you made these phone 
calls you always had a contract didn't you? 

MR. LLYTLE: At the time of approval 
for credit all we had was information. We had a 
copy of the contract when the actual dispersement was 
made, 

MR. KERR: Well then you would make 
a phone call as well then, wouldn't you? 

MR. LLYTLE: Yes, The second phone 
call was at the time of our purchase of the note, 

MR. LAWRENCE: But technically speaking, 
there have been actions instituted -- I don't know 
whether against your firm or not, but against some 
other firms -- the excuse has been given that the finance 
company had no contract at the time the committment was 
made or even funds advanced, all they had was a 
promissory note and they knew nothing more about the 


deal and wanted to know nothing more about the deal. Did 





Haaren 


ree 
aIieKo td 


rie 


B ies 
{ 
Sor . 
} 
j 
| ; arms ie 
aa . 
; 
B 
my, st? 
— , Lath 


orig 


sr 





gontinesqs 








» eUitwoos mmoy. ef etd? 


Sirinth 


7 Telus ara Dh 


"Li soinutowd 3c 


aided 
ae ae a 
staves Jedd eae: giao edt qitnsn alge B 


cLyitarocen To , 97 


‘AITVET RM 


,avset ed} Iie Yo siewe od 


new J's) VoL Sx0RSWAL oR 
ss etasianao’ ots ‘io po i? Hteges mt asgost ed? 
¢ Betacw ef ,7tC eRYTELT rns 
ti sensoed avorwitoe eft of PeagpeT ae atoa2 orld 
Stata af o86Hde otoriy 


wetdvoupe vod ew bae J*aob 


i 8 Of node shin. sevisate Sarvsei exe’ sow motes 


minta sas vA . yates unetdoxrg To gol A .eldvor? 
sateyvooon oft salves tloo widiw empidoiq Jo Yor 
Srony ‘stem voy trad + aM 
fioy J ship teanigee a bod arewia soy elites 
6 ‘to omit edd A FER Jin 
beri 2h ,notadparvo'int asw he ew fie vibes tot 


feigos afd Hedw Soswdhion env Lo goo 


.ebam 


bitow wey mond flew saa UM 


TwO'’Y tiobicow nett ifew ea fiso-snondg B 
proves eff  .fe¥Y <2S.TELi aM 
jon sit to sasioung Wo Fo smtd odd te aew Tipe 


saOWERWAN, ot ¢ 


wordt dtaob: Ewe bodmdsineh Brotios aeed set onsca 





pmo dentin dod (ton 26: nest 't u0y toate ssedideitn 






ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Llyt le 3704 





this apply to your firm? 

MR. LLYTLE: Is this the case in 
Court -- they are suing on the note and wish to 
divorce themselves from the contract. .The note has 
the -- 

MR, SEDGWICK: The note is simple 
due course and you are not affected by anything between 
the maker of the note and the payee. 

MR. LLYTLE: This is the position we 
are in. 

MR. LAWRENCE: It seems to me that a 
finance company which was the leader in that field at 
the time, in a field which is pretty rough -- how 
there couldn't possibly be some awareness on the part 
of -- 

MR, LLYTLE: Very simply stated. When 
the great mass of dollars of business started to roll 
in in this particular company -- Atlantic Acceptance 
is a firm that when they buy a company they choose to 
let the present management run their own show. So there 
was no interference,in the day to day operation, But 
sometime after this massive amount of business started 
to flow in then questions were asked, A senior Atlantic 
person was put in there to determine whether it was 
good business, whether it was satisfactory business, 
was it being bought properly. Because of the volume 
concerned it took us a little while to really get a 
good, clear picture, Then we installed people from 
the parent company to take over the running of this 


particular part of the operation, The clean-up took 
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longer than we ever anticipated, 

MR. MACDONALD: In effect Premier was 
dealing to a very great extent in hot paper? 

MR. LLYTLE: I'm afraid there was some 
of that, We believe that it was unconscious or 
unknowing. Certainly it was in the past year and a 
half when we were in there with our own direct people, 

MR. LAWRENCE: I find it almost 
inconceivable that people who were doing the volume 
that Premier was at this time would not at least 
have some pretty firm idea what was going on in the 
business at that time. 

MR. LLYTLE: There have been some of 
these questions asked within our own organization. 

MR. LAWRENCE: Telenow there have, I 
don't mean questions asked within your organization 
but questions asked outside your organization by people 
in the industry. 

MR, LLYTLE: It was an unfortunate 
situation that took longer to correct than we anticipated 

MR, LAWRENCE: A lot of notes, for 
instance, were obviously signed in blank or signed 
with very material things out of them. 

MR. LLYTLE: One of our problems was 
initial clerical -- this can be caught from a clerical 
standpoint quite easily. It wasn't being done. 

MR, LAWRENCE: At any event in your 
own organization you found cases of fraud, Right? In 
regard to some of these? 


MR. LLYTLE: We suspected fraud, Lt is 
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avery difficult thing to prove, or establish. People 
whom we suspected of having been guilty of it were 
released, summarily. After consultation with our 
counsel we felt that this was the only thing we could 
do, 

MR, LAWRENCE: Did you turn any 
material or any information over to the Fraud Squad 
or the OPD, for instance? 

MR, LLYTLE:- You bring it up; = 
recall a conversation with one of the operations people 
of having the Fraud Squad on, in on a given account, 

But there was no wholesale calling in of the Fraud 
Squad saying "What can you do for us, fellows?" I 
couldn't give you the illustration. I just recall a 
conversation I had with one of our operations people 
in which they had Fraud Squad policemen examining it. 
~ don't think anything came of it. 

MR. LAWRENCE: Thank you very much, I 
appreciate your frankness. It's refreshing frankness, 

THE CHAIRMAN: Mr, Bukator? 

MR,BUKATOR: This completion slip, which 
I didn't hear about until you mentioned it, they go out 
and get a contract -- an incomplete contract at that time 
-- and you found that was a bone of contention and 
that's one of the reasons you got out of the business -- 
but this completion slip is signed. When does the 
salesman get this? Immediately on the signature of 
the contract by the purchaser? Was he that gullible? 

MR. LLYTLE: We insisted, or requested, 


that the completion slip be signed on completion, But 
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1 again in the course of our investigations we discovered 
2 completion certificates signed at the date of sale and 
3 the customer coached not to tell the credit department. 
4 MR. BUKATOR: Isn't that remarkable. 

5 One wonders how widespread are some of these practices 
6| that haven't been cleaned out, 

7 MR, LLYTLE: Well, these salesmen are 
8 Very sadoh prepnr ee 

9 MR. KERR: Why would the customer 

10 want to do such a thing? Is there a bonus? 

11 MR. LLYTLE: The biggest come-on was 
12 the bonus. And consolidation -- there was a lever, 

13} When we were attempting consolidation there could have 
14] been conceivably instances when the salesman price was 
15 a balloon on the money paid, 

16 Recently when we are accepting 
17|| consolidation we want to check with them and in most 

18 instances we would remit direct to the other creditor, 
19] With Household we would pay the account off. Then 

20 we were absolutely sure, This is standard practice 

21 in sales finance organizations. 

22 MR. LAWRENCE: You would pay them off? 
23 MR. -LLYTLE: Yes. vli yours finance: an 
24 automobile, the trade-in has a lien to protect ourselves 
25 we have to pay off the other lien. 

26 MR. MACDONALD: I was just wondering, 
27 when you are paying some of these things off -- I have 
28 heard of cases where the consolidation -- in one 


29|| consolidation racket, for instance -- where they are 





caught consolidating with some of these sharp operators 
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getting a 25% rate of interest, to pay off among 

other things credit union loans of 3 and 4 and 5 and 6%. 
When you see these things coming in, there must have 
been a pretty healthy SuSpicion in your minds as 

you started paying off. 

MR, LLYTLE: That's why we started 
asking questions. When you think of the sales pitch, 
it's pretty heady when the salesman says to a customer: 
"T'll add up all these monthly payments and you are 
paying $120.00 a month now to all these finance 
companies. Now if you put my siding on your house I 
can get you a monthly payment of $80.00." He's going 
to put $40,00 a month in that man's pocket and get 
the siding thrown in. 

MR. MACDONALD: And the debt will go 

on for five years instead of two, 

MR, LLYTLE: Well, we wouldn't discuss 
that. 

MR. SEDGWICK: Well some of the debts -- 
I've looked at some of these schedules and Mr, Lawrence 
did too -- some of the debts were comparatively small 

| but they were harrassing debts, 

MR, LLYTLE: The guy is being pushed, 

MR. SEDGWICK: That is right. 

MR. LLYTLE: He's being pushed, He's 
two months behind. He knows every four days after the 
due date he is going to get a phone call from every 
finance company he is doing business with, This takes 
the pressure off, 


MR, BUKATOR: They would come to your 
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door, the fellow who knocks on your door -- the closer 
as they call him -- then the closer comes in and 

gets three things. He got a contract Signed that was 
incomplete, then he got a completion slip signed because 
he wanted his money, and he also got a promissory note 
Signed that this man would pay the money. And you 
found from your research that all three things happened 
at one time, long before the job was done, Naturally 
you have the completion Slip and advance the money, 
until you found out they were pulling your leg, 

Now then, in regard to the man 
who had the $2,000.00 contract, who had $2,000.00 in 
incidentals to pay everyone, signed a note for $6,000.00 
and he brought that paper to you. Then you had such 
an equity in that building, to protect yourself you 
note only had the promissory note but -- did you 
register the agreement or did you get a mechanic's lien? 

MR. LLYTLE: We would conceivably do 
one or the other, 

MR. BUKATOR: Now then, I want to thank 
you for being so outspoken, It just proves what I have 
been trying to say here, Mr. Chairman, These people 
are very, very gullible, to have signed all these 
documents with absolutely nothing done, And in some 
instances you have found that nothing was done on their 
building at all, 

MR, MACDONALD: In all of these practices 
you discovered and tried to clean up, did you ever 
become suspicious that there were kick-backs going back 


to the company, the selling companies from whom you were 
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getting so much of this hot paper? 

MR, LLYTLE: Kick-back from who, are 
you thinking of? 

MR. MACDONALD: From the company, 
from your company? 

MR, LLYTLE: Ours? 

MR. MACDONALD: Yes, 

MR. LLYTLE: About the only thing I 
can safely say there is that there is one member of the 
firm who is no longer with us, 

MR. MACDONALD: Well, that's eloquent 
enough, 

MR. REILLY: Just one more point, Mr, 
Chairman. When they brought in this contract to your 
finance company, yours in this case, and they required 
an additional $2,000.00 -- actually they found a 
customer for you who was bringing you business. Would 
you give them any percentage? 

MR, LLYTLE: Only to the extent of 
their participation in the finance charges, 

MR. REILLY: I see, 

THE CHAIRMAN: Any other questions, 
gentlemen? Well Mr, Llytle, thank you very much for 
being with us this afternoon, 

We also have representatives 
from the Langs Food Ltd. this afternoon, Mr. Krebs and 
Mr. Stanton, You are with Langs Foods Limited, Would 
you care to tell us about your company? About its 
operation and how long it has been in existence? 


MR. STANTON: It was born in 1939, 
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In 1951 the home freezer business, our food plans, as 
we call them, (rest inaudible) 

THE CHAIRMAN: Would you gentlemen 
care to carry on your conversation outside? Proceed, 
please, 

MR, STANTON: Mr, Lang, who was an 
associate, decided to investigate the home freezer 
business with a view to introducing it into Ontario, 
It was then called a food plan. We steer clear of 
that word in our business because it is a food service 
not a food plan essentially. We sell a home freezer 
as a home freezer, We sell a food service whereby we 
give you a price on all products and we deliver it 
providing the minimum amount is paid up. We have a 
financing arrangement -- I don't mind tell you we 
charge 1% per month on a food financing contract, 
(Next sentence inaudible), In 1951 we went into the 
home freezer food plan service. It is a very good 
business. (Next sentences inaudible), 

MR. KREBS: We feel there are approxi- 
mately a half a dozen good companies in Ontario and 
we believe it is a young industry but a good industry 
if it is kept the proper way. It was a big mistake in 
1958, particularly by our own freezer manufacturers in 
Ontario, The big American manufacturers came into 
Ontario and the small Canadian manufacturers wanted to 
survive, so they started to create sales policies, 
Selling the freezer direct to a customer with the idea 
that he can have the freezer by buying the food for 


nothing practically. Furthermore, these manufacturers 
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1 have created small locker plans and have converted them 
2 and have financed themselves out of the freezer market, 
3 They put each sharpy, the direct salesman in business. 
4| We recognized this ourselves in 1959 and 1960 and 

5 we formed the first association to protect us and to 

6 protect the customer and we have today across Camda 

7 a chain of solid businesses like Langs. 

8 Langs is one of the largest 

9 ones, We have approximately a million cubic feet 

10 of zero storage with high class materials and we 

11] employ ( ) people. 

12 I don't think that there could 
13] be very much done to correct the thing except if a 

14] by-law would be issued that each one who calls himself 
15] a freezer food plan or freezer food service should 

16| prove that he is in a position to do whatever he states 
17|| in his advertisement, has his own plan and processes 

18], his own food, has his own ( ), has a delivery 
19| and can maintain the service he promised in his 

20] literature, In Toronto you have it more than we do 

21) in Hamilton or on the Peninsula because this was the 
22|| place where everybody jumped off the wagon and jumped 
23) ee) LOIS Le all Tecanstellivou. Sif) youshave any 

24\| Questions. 

Zo One thing I would like to 

26|| mention is we have three divisions actually. We have 
27|| a domestic division, we have an institutional division 
28] and we have a wharehouse division. We employ in each 


29] division a different type of salesman, 





Our institutional division, such 
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1 as hospitals, restaurants and hotels -- any kind of 

Z chain store, Our domestic division, we have a fleet of 
3 salesmen as well, We have a very small group of 

4 very well selected and trained people, Then we have 

5 the domestic food service which means we have a group 
6 of girls on the phone soliciting freezer owners for 

7| freezer food, If she is a solicited freezer owner 

8 and she is dissatisfied with her present food supplier 
9 or she hasn't got a food supplier, we will send one 

10| of our home economists out and she will assist her 

11] and explain to them in detail. We do not charge any 
12| membership fees or registration fees, It is a free 

13] service, We offer them literature and any other 

14) assistance in cooking and so on, preparing or preserving 
15 foods. This is our general service, 

16 MR. SEDGWICK: Well do I take it, Mr. 
17|| Krebs, that you are primarily in the food business? 

18 MR. KREBS: We are, yes. 

19 MR. SEDGWICK: Then when the deep 

20| freezers came in you started to sell deep freezers, is 
21] that right? 

22 MR. KREBS: That's right. 

23 MR. SEDGWICK: Yes. And do you have 
24|| door-to-door canvassers? 

25 MR. KREBS: No, We do not apply 

26 direct, door-to-door, We used to have door-to-door 
27|| canvassers. We used to go through the same motion as 
28 in general the industry went through ten years ago. 


29| But for the past five or six years we have realized 





the mistake has been done and how badly this case started 
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to be recognized, So we switched our whole operation, 
We are mainly soliciting -- certainly we solicit food 
business by having, for example, plans given by women's 
groups, we show films, we educate them by showing 
them that they can give their family food for less 
than they are spending right now and healthier foods, 
We show them the frozen food story. We explain the 
thing and try to educate the consumer because there 
have been freezers sold and there will be freezers 
Sold and we are in the food business and we want our 
share. 

MR, SEDGWICK: Yes, Well then you 
sell the freezer -- do you sell the freezer? 

MR. KREBS: That's right, yes. 

MR. SEDGWICK: What is the price 
paid? 

MR. KREBS: From $249 right up to 
$690.00. 

MR. SEDGWICK: per do you sell those 
on credit? 

MR. KREBS: Yes. One moment I would 
like to have your attention. We do sell on credit, but 
we have a different attitude, These small fly-by-night 
outfits, they have not the chance to obtain it from a 
good, legitimate finance company, a good interest 
rate, so they will approach the customer on the basis 
that you have heard. By saying your have four accounts 
now with four different finance companies, I will 
consolidate them to one and the freezer will be included 


and you will pay only $68.00 a month instead of paying 
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$80.00, This is based on the Small Loans Act and 
financed with a small loan, Now we do financing on 
a recourse basis. The note is issued to Langs 
Foods Ltd, and Langs Foods Ltd. is discounting this 
note with the Taylor Finance Corporation, 

If the customer is not 
satisfied and the first payment is not coming in to 
Taylor Finance, Langs automatically will have to 
pick up the freezer and credit the finance company. 

MR, SEDGWICK: It is non-recourse,. 
You are the endorser of the note and if the customer 
doesn't pay the note comes back to you and you pay. 

Is that right? 

MR. KREBS: Correct. Our intention 
is to keep this customer not only for this one shot 
where we sell him a freezer, We want to get his 
business for years to come, We take the risk of 
giving him three to four hundred dollars worth of 
food in one shot without asking for a promissory 
note, without asking for a contract, All he is giving 
us i8 post dated cheques and in the post dated cheques 
we include a 1% finance charge. 

MR. SEDGWICK: I see, So you put 
in $100,00 worth of food -- 

MR. KREBS: It will cost her $101.00 
for, 30 days. 

MR. SEDGWICK: I see. If she wants 
it for 90 days? 

MR. KREBS: It will cost her $103.00. 


MR. SEDGWICK: How long a term of credit 
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do you extend? 

MR, KREBS: Four months, 

MR. SEDGWICK: Four months, And how 
long a term of credit on the freezer? 

MR. KREBS: Twenty-four to thirty 
months, It depends, For example on the large 
combination which is a 21 cubic feet freezer-frig, 

a Wad cost $699.00 -- this can be financed over a 

30 months period. A small freezer, 16 cubic foot 
chest, which sells for $249,00 -- they will have 18 
months, it depends on what the customer wants. The 
customer signs two papers. She signs first of all 

a credit statement for Taylor Finance, the Taylor 
Finance contract. And it is indicated on the contract 
the extent of credit they wish to have or how much will 
fit into their budget, 

MR. SEDGWICK: And then, Mr, Krebs, 
as to the food, then you go around periodically to 
replenish the freezer, do you? 

MR. KREBS: No. As soon as the food 
has been delivered our service department will give 
the customer a call and she will, or the salesman -- 
whoever takes this customer -- and deliver the 
customer a full load, explaining completely how our 
programme and our service and the protection plan 
she has on the freezer or on the food alone, the 
insurance she is getting with our service and at the 
same time she will go through the prices once more 
and check up and see if she can assist in repacking 


the freezer or placing a small additional order, because 
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sometimes in the beginning the customer is a little bit 
confused, a completely new programme, a new way of 
living to her, and she has not acquainted herself 

too much, So the girl goes out and makes the first 
service call. Then she counsels --"Now next month 

you are going to receive our prices. From here on 

we are going to mail you every month a price list”, 

It is much cheaper for us to put these through our 
mailing machine and send these customers a price list. 
Now you may find that we have a special on -- let's say 
pork and beans -- and you want 24 cases or 24 cans of 
it, you may order any time. It's a mail order system, 
Now when you are due for your reorder you have 
automatically our prices and you don't have to call 

us and we don't have to pressure you for a reorder, 
Should we find out that two weeks after the due 

date that the service payment has been made and a 
reorder has been placed, then we contact you and 

find out if we can be of any assistance. 

MR, SEDGWICK: Yes. As you supply 
the freezer with food, do you add the cost of that 
food to what is in effect a revolving credit account? 

MR. KREBS: No, It is completely 
separate, We have a complete separate payment to 
Langs Foods Ltd. which consists of one-third to one- 
quarter, for a four months or three months term, and 
automatically they will receive a copy of the Taylor 
Finance contract, a payment book and a life insurance 
policy from Taylor Finance, 


MR. SEDGWICK: Yes, but that's on the 
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freezer, not on the food, 

MR. KREBS: No, 

MR, SEDGWICK: Well then, when you 
put the first batch of food in, as you told us, it's 
@ postponed cash transaction. You get post dated 
cheques, is that correct? 

MR. KREBS: That's right. 

MR, SEDGWICK: Well then when you 
replenish the food with say another $50.00 worth of 
food, what is the record of payment for that food? 

MR. KREBS: The same way as the 
initial one was, She will send in, let's say, her 
reorder and it will not be$250 or $200 or $100, it 
Will only be $75.00. She will indicate 30 days -- 
so automatically the girl in the account department, 
when the food is delivered a statement in duplicate 
goes along with the food and a post dated cheque 
for this amount, The customer will sign the cheque, 
If the housewife does not have the authority of 
signing the cheque, the cheque may remain at the 
home and she can mail it to us. 

MR. SEDGWICK: I see. So she signs 
the cheque will delivery of the food -- 

MR, KREBS: If not, we will not force 
her -- we will deliver the food, leave the food there, 
if the credit is in good standing with us. 

MR. SEDGWICK: And do you add anything 
to the cash price of that food to the cost of the 
credit engaged? 


MR. KREBS: Only this 1%. It doesn't 
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make any difference to us if you buy $100.00 worth 
of food or $1,000.00 worth, you pay 1%, 

MR. SEDGWICK: 1% a month? 

MR. KREBS: Yes. If you pay cash 
it's priced as indicated on the price list. 

MR. SEDGWICK: So you show her the 
cash price and again if it's a $100.00 item and she 
wants 30 day credit, she pays $101.00. Is that right? 

MR. KREBS: Exactly. 

MR. SEDGWICK: 60 days $102.00, 90 
days $103.00? 

MR. KREBS: Or she may make even 
a partial downpayment -- 

MR, SEDGWICK: That's on the balance, 
she pays 1% on the balance, whatever it may be. Yes, 
In volume -- and don't give me any trade secrets -- 
what would your food volume be? 

MR. KREBS: I ee not disclose 
these figures, 

MR. SEDGWICK: All right. 

MR, KREBS: We have 80 trucks on the 
road and each truck is a refrigerator, We promise that 
every case of frozen food will be delivered in a frozen 
truck and will be maintained at zero, All our meats -- 
which we cut, and we have altogether 14 butchers working 
in our butcher shop in Hamilton -- is flash frozen 
20 to 30 degrees below zero as well, 

MR. SEDGWICK: Delivered at no more 
than zero, 


MR. KREBS: That's right. And it's all 




















iron 00.0088, one a : re ae Ee 
ee eo 
ee bar caonwONE a ae 
. nape way cre CRE ate ‘naan a a) pas ei 
| eb toan tite aad ny slwctliloa boatei ots 





| sad cat Hoos wey of aotinnaan, eal Na? ard salt sj 
| ect bet ont ROG CO Bim atte “ fenge Ens poine, tase 
| Pads Jar ee: (AOR AOEE behiad ete Slama tHe: oe ataew 
| ny a ty ae oe ee Veit 
| of GO ROS mess Od. 1HORYDARe. . a 

$0080 be ayad 


ceva vote dit ole 26 Gab ae 
| 
| whe eae aaannatrts iui ek s 


A vb hae wil vo ed Fhe vA, ¥ Lae x vit ok ome yt 


ar gad Yam 22 -rovedutiw, clothed eth tor SE ere ene 
) wWemronh, oot! Yue em ovdy Sieh bia a etalon at 
| tot oto Hoel cso Afleow gay 
| viele sh: Bor Li hteo | ORR. 7M 


‘seg hs eaend 
ee ee ee eT ae a 
add ao wi pued O08  ereil on ‘SRAM ‘ni : 








Perist au bmmey el -0itsiegtated oak. Pore y one bee bso% 
Warnes a wh Dadiilaers: ot ist = ee ty e880 hadind 








4 eee ‘ Fs a tine : 7 
Ppecbeastisne sta 


- 
i ' 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Krebs Sa 





double wrapped, We belong to the International Locker 
Freezer Association and we have a code of ethics and 
these five or six companies in Canada have affilitated 
themselves, Should a customer move from the Toronto 
area, for instance, to Ottawa or to Washington, D.C., 
automatically, as soon as she wrote and notified us, 
and give us her new address, she will be contacted by 
our next closest associate dealer and will receive 
exactly the same service for her food and the same 
service for her freezer, Say, for example, the freezer 
warranty has not expired, it may have four years or 
three years to go, automatically the dealer in 
Washington or Vancouver will honour it and he bills 
us and we pay the account, And we do it the opposite 
way around, 

MR. SEDGWICK: It is obvious that 
you are operating quite ethically. In view of that 
ethical competition, are the fly-by-nights -- and 
obviously you have had complaints -- still in 
business? 

MR, KREBS: tes. 

MR. STANTON: (Inaudible). 

MR, SEDGWICK: I wouldn't like to 
embarrass you men by asking the names in front of 
the press here, but could you give the Secretary a 
list of the names of those that are unethical 
competition? 

| MR, KREBS: It's possible. I tried 

in 1959 to form, in Hamiton -- we had a meeting with 


the manufacturers, freezer manufacturers, with the 
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existing freezer purveyors in Ontario plus these 

wild boys. I tried to set up an association and form 
& code of ethics, but it was impossible because it 

was just paralyzed by the freezer manufacturers 
because they have to compete. We purchased, ourselves, 
a freezer which is made in Canada by one of the largest 
companies in the world -- the Franklin-Studebaker 
Corporation in Galt, This freezer, I believe strongly 
and I have seen the other freezer manufacturers, is 
the best freezer manufactured, But at the same 

time in the same region you find three more and some 
of them have changed in the past five years five 

times ownership, have been mortgaged off and sold 

off, have been in the washing machine business, have 
been in all kinds of business, and back in the freezer 
eae eans We are naturally battling these big 
corporations which are solidly financially in the 
field and they are supplying these little guys. They 
sell them a freezer which costs us 25% more than the 
freezer we sell. 

MR. MACDONALD: Is there any 
obligation on your customers to continue to buy your 
Pood? 

| MR, KREBS: No. We do not set up a 
minimum or maximum or any terms, any length, 

MR, MACDONALD: If he ceases buying 
you send your girl out to find out whether you can't 
educate him back into the fold, eh? 

MR. KREBS: We will not force him. 


We have -- just to give you an example, -- we have one 
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pilot plan operation in West Hamilton which used to 

be an old locker plan and still maintains some lockers, 
We will sell exactly the same food over the counter 

to anyone, He may come in and say: "I want $10.00 
worth of steaks", He can have $10.00 worth of 

steaks and carry them home himself, 

MR. SEDGWICK: I have no other 
questions, 

THE CHAIRMAN: Mr, Whicher? Mr, 
Bukator? Mr, Lawrence? 

MR, LAWRENCE: I was just wondering 
what provincial legislation you people have to pay 
attention to at the moment, is there any general 
or specific legislation directed to the freezer food 
business? 

| MR, KREBS: Well maybe, particularly 
in our shops, we may have to obey certain food and 
drug acts. I have seen, coming up to Toronto this 
morning, a little panel Po owna sees up beautifully -- 
I will not name the company -~ delivery food, frozen 
food. Now in June and July they have to carry bags 
of ice perhaps to keep the ice cream from running away. 
This is not healthy. But there is no legislation 
minimizing this problem or controlling it. I 
acknowledge I can go and register for $1.75 a name 
and call up one of the freezer manufacturers and say: 
‘Send a freezer down here", I can start up business 
with $250.00, have a telephone, and in a matter of 
three days have $250.00 in my pocket, 


MR. LAWRENCE: It's a difficult problem 
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1 because any complaints that reach us, I think, about 
2 people who are primarily in the freezer business 

3 and have stuck on in the food business as an adjunct 
4 to it, to help sell freezers, You are in the reverse 
5 situation, 

6 MR. KREBS: Yes, But we went through 
7 tne mill ourselves, To be honest with you I started 
8 off from the ground, 

9 MR, LAWRENCE: What provincial 

10| Legislation do you think can rectify some of the 

11| Situations that exist? 

12 MR. KREBS; First of all I would 

13| think -- not to eliminate competition for Langs -- 

14] there is no thought of that because I think it is 

15 too strong to feel that a new company that sets out 
16] could catch up with us. But I feel one thing is a 

17 person should qualify clearly that he is an appliance 
1g|| distributor or appliance salesman and not a food 

19|| counselor, focd consultant, anda food freezer plan 
99|| Operator and all these things. I have seen them go 
21|| Gown to the corner shops, one of these questionable 
92|| meat stores, buy their meat, take it down to their 

93) office and put it in their own freezer and deliver 

94| it to the customer in their trunk, They will say the 
25|| truck broke down, 

26 MR. LAWRENCE: Some sort of registration 
27|| or licensing or -- 

28 MR. MACDONALD: Would some sort of 
29|| inspection be advisable? 


MR, KREBS: But they haven't got an 
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1 appliance even. They are small companies in the 

2 neighbourhood around Toronto, These companies haven't 
3 got the potential to move in, food companies, to 

4 Toronto and advertise, So Joe Blow with maybe two 

5| or three salesmen will come up to him and say: "I!11 
6 give you every week five customers or ten customers, 

7 but you must supply the food to these people exclusively 
8| for me to my company. Furthermore, I'1l give you 

9| $20.00 for every food order you ship to Toronto", 

10/ We have taken over in 1961, 125 customers in Hamilton, 
41); The company moved in from Kingston and was shipping 

12 the food. Now just imagine, from Kingston to 

13 Hamilton to Mrs. Blow. It's just impossible to give 
14] service because the driver is much too long on the 

15} road. They sold the freezers, 120 of them, in a matter 
16 of six weeks and then they went bankrupt and they 

17 pulled out, There was no service on the freezer, 

18] there was no food service, The finance company came 
19/ and said: "Would you take these customers over and 

20| straighten them out because they are short of this and 
21/ short of that", Furthermore the manufacturer came and 
22|| said: "You give them the service on the freezer and 
23 bill us and we will pay you for every service call", 
24 MR, WHITE: Well, Mr, Chairman, it's 
25 getting late and I don't want to prolong this hearing, 
260] but I would like to read into the record a letter I 

27|| got which typifies complaints made to me about some 

28| unscrupulous companies in this field and I have the 


29} further hope that our counsel or these gentlemen may be 





able to suggest a solution to this man's problem. 
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1 "Dear Sir: I heard your broadcast concerning 

2 consumers and I offer my sad plight to add to your 
3 campaign, I decided to reduce my monthly food bill 
4 by obtaining a freezer and a three months supply of 
bs) food for less than I was currently paying. I sti11 
6 have the advertisement which offered me $100.00 worth 
7 f food free almost two years ago, and-it's-etill 

8 on the way. I contacted the Security Food Plan in 

9| this city and was offered a deal which would cost me 
10| $617.95, The package deal would Supply me with a 

11|/ freezer and also give me a membership. I have not 
12/ yet discovered what the term ‘membership" really means, 
13 The man financing the deal left Security Food Plan 
14] and several years later I received a letter than 

15]. the Community Finance Corporation was to handle the 
16 contract, The finance charge was $213.80 plus a 

17 recording charge of $1.50, And I now found myself 
18] with a freezer and a thing called "membership" and 
19) a bill now totalling $828.25, I hastened to the 

20 bank and obtained $617.95 to settle the account with 
21] the finance company before they could obtain the 

22 further $213.80, I then tried to back out of the 

23 contract because I realized only too late that I had 
24! bought a freezer for $617.95 and that was all. The 
25| contract merely says one freezer -- the same freezer 
20/ that the downtown stores sell for around S250 Co. I 


27 contacted the London Chamber of Commerce and sent 


28! three letters to the Security Food Club asking them to 
29 


Speak on this matter, All three letters were returned, 





The Chamber proved fruitless in my dilemma, The security 
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Food Club is now operated by a Mr, ( ) who 
refuses to have anything to do with the situation, 
Saying that all he inherited from the old Security 
Food Club was the name, and that any claim should be 
made against the Security Club on the previous forms, 
the firm that sold me the deal in the first place, and 
said if I had any beefs to go ahead and sue. A lawyer 
would handle the matter for me, but I couldn't 
afford his fee, The lawyer suggested I was considerably 
overcharged and should take the matter to court, I 
have been unable to take this further because I am 
short of money, I feel that I have been excessively 
overcharged and I wish you every success in your 
attempts to introduce new legislation in this area, 
By the way I have kept all the information should you 
require it, Yours sincerely," 

MR, WHICHER: Is this a constituent 
of yours? I suggest you loan him the money for a 
good ae ee: 

MR. WHITE: Well, I'll get him a lawyer. 
As a matter of fact the last time I had a thing like 
this a friend of mine handled the case free and he 
was successful in extracating the couple from a dilemma 
identical to this. 

I was wondering, first of all, 

whether you gentlemen know of an escape from this 
type of contract. I mean, you have wide experience in 
this field, 

MR, STANTON: (First part inaudible). 


Usually the finance company will take the loss, they will 
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repossess it and -- 

MR, SEDGWICK: They didn't take it, you 
See, He shortcutted the finance company by borrowing 
the money from the bank and paying it off, I suppose 
he could prosecute, I suppose he could sue them, but 
from what he says I doubt if they are any good for it, 

MR, WHICHER: Give them Langs name, 
that's the best thing. 

MR. KREBS: We have a branch in London, 
the London Frozen Foods on Richmond Street, 

MR, KERR: You say, Mr, Krebs, you 
use your own type of contract, is that it? 

MR. KREBS: We do not have any 
contract. If we have to finance a freezer we use 
Taylor's contract, 

MR, KERR: And on this freezer contract 
there would be an assignment form, would there? 

WRAGEREDS? Mon cHeepeeven theneuieee 
note attached, total amount, date, pay to Langs Food 
Ltd. And on the back Langs Food puts a stamp on and 
Signature and passes it over with a delivery slip on 
the freezer signed by the customer that they received 
it in good condition, and then we are paid by them, 

MR, KERR: And any repossessing is 
done by you people? 

Mm, KREBS: Yes. 

MR. KERR: You say, unlike the bad 
people in your field, you don't say that you are giving 
the food free -- you are the opposite way. 


MR. KREBS: Most of you gentlemen are 
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in business yourselves, Who can give anything free 
away except if he wants to write it off as an 
advertisement, We have, for example, at the beginning 
of this year, we were giving away Steaks, three pounds 
of steaks on a three pound roast for $1.00, We just 
wanted to show them our meat and we allocated so 

many hundreds of thousands of dollars for this campaign, 
Nothing attached to it. You didn't have to buy 
anything, they could mail it in by cheque and pick it 
up. 

MR, STANTON: (Inaudible). 

MR. KREBS: There are some companies 
in the city of Toronto you cannot switch to, they 
will not accept you. There are three of them, You 
have to pay them $100 or $150 or $200 and join in to 
get their food, 

MR, STANTON: (Inaudible), I would 
say 50% of our applications for eredit are turned down, 
in Toronto at least. 

MR. LAWRENCE: By Taylor? 

MR, STANTON: By me, | 

MR, LAWRENCE: You do your own credit 
checking? 

| MR, STANTON: For food we do our own 
credit. And I would say that about 50% have credit 
rejected, (Rest inaudible). There are some finance 
companies that buy garbage. (Rest inaudible). 

MR. IRWIN: May I ask just one question, 


Mr, Chairman? Do you make any profit on the freezer 
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MR. STANTON: Oh, yes. 

MR, IRWIN: Could you give us some 
idea, for example? If you pay $200.00 -- 

MR. STANTON: (Inaudible). 

MR. IRWIN: Do you think you could 
get it down to a specific example? If your cost is 
$200.00, what would you sell it for? 

MR, STANTON: Oh, our cost would be 
more than $200.00, 

MR, IRWIN: Well, make it $300.00, 

MR, KREBS: You would have to operate 
the same as any legitimate business with a legitimate 
mark-up, 

MR, IRWIN: Well, what is it? 

MR, KREBS: Well this depends, of 
course, on the way you promote your merchandise, 

MR. IRWIN: You must be able to 
answer the question, You must know, 

MR, KREBS: I can operate my business 
differently maybe than even the best boys. 

THE CHAIRMAN: Would you care to give 
us that information privately to Mr, Irwin? Just so 
the Committee will understand. 

MR. KREBS: The most successful part 
in selling freezers today is the way it is merchandised 
and the way the salesman receives his commission, 
Commissions are running from -- in a small, fair 
company on a good, clean operation -- from 8 or 10% 
and in a fast moving company right up to 30%. 


MR. IRWIN: Could you supply me with 
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five actual arrangements from your files showing the 
price charged to the consumer for the freezer only, 
nothing else? I think you have made it quite clear 
that you deal, with regard to the freezer, in one 
arrangement and in regard to the food with another 
arrangement, I am speaking about the arrangements 
for the sale cf the freezer, Could you give me five 
actual examples showing the actual selling price 

to the customer, the amount of the finance charge 
added to that and the number of payments and so on 
and then give me a distribution of that selling to 
the customer in your hands -- how much goes to the 
salesman and what is your cost that you have to pay 
out to the manufacturer of the freezer? 

MR. KREBS; I could do that. 

THE CHAIRMAN: Well then, any other 
questions? Thanks very much Mr, Krebs for being 
here, We Peenetias the information, 

We will adjourn, gentlemen, 
until tomorrow morning at ten o'clock, 


_--WHEREUPON THE MEETING ADJOURNED AT 5:55 P.M. 
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